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ARIZONA CORPORATION COMMISSION 

Application and Petition for Certificate of Convenience and Necessity to Provide 
Intrastate Telecommunications Services 

Mail original plus 13 copies of completed application to: 

Docket Control Center 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, Arizona 85007-2927 

For Docket Control Only: 
(Please Stamp Here) 

Please indicate if you have current applications pending 
in Arizona as an Interexchange reseller, AOS provider, 
or as the provider of other telecommunication services. 

Type of Service: N/A 

Docket No.: Date: Date Docketed: 

Type of Service: . 

Docket No.: Date: Date Docketed: 

A. COMPANY AND TELECOMMUNICATION SERVICE INFORMATION 

(A- 1) 
the appropriate box(s). 

Please indicate the type of telecommunications services that you want to provide in Arizona and mark 

c] 

0 

Resold Long Distance Telecommunications Services (Answer Sections A, B). 

Resold Local Exchange Telecoiiltiiuiiicatioiis Services (Answer Sections A, B, C). 

Facilities-Based Long Distance Telecommunications Services (Answer Sections A, B, D). 

Facilities-Based Local Exchange Telecommunications Services (Answer Sections A, B, C, D, E) 

Alternative Operator Services Telecommunications Services (Answer Sections A, B) 

Other See attached description of proposed service. (Please attach complete description) 

:A-2) 
nail address, and World Wide Web address (if one is available for consumer access) of the Applicant: 

VextGen Communications Inc. c/o TeleCommunication Systems Inc. 275 West Street Suite 400 Annapolis, MD 
21401 

Phone: 410-349-7097 Fax: 410-295-1 884 Web address: www.telecomsys.com 

The name, address, telephone number (including area code), facsimile number (including area code), e- 
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(A-3) 
that listed in Item (A-2): N/A 

The d/b/a ("Doing Business As") name if the Applicant is doing business under a name different from 

(A-4) 
E-mail address of the Applicant's Management Contact: 

Mr. Kim Robert Scovill 
Senior Director, Government Affairs 
NextGen Communications, Inc. c/o TeleCommunication Systems, Inc 
275 West Street Suite 400 
Annapolis, MD 2 140 1 
Tel: 410-349-7097 
Fax: 410-295-1884 
E-mail: kscovill@telecomsys.com 

The name, address, telephone number (including area code), facsimile number (including area code), an 

(A-5) 
E-mail address of the Applicant's Attorney andor Consultant: 

Mr. H. Russell Frisby, Jr. 
Mr. Douglas E. Micheel 
Stinson Morrison Hecker LLP 
1150 18* Street NW Suite 800 
Washington, D.C. 20036-3816 
Tel: 202-785-9100 

E-Mail: rfi-isby@,stinson.com 
E-mail: dmicheel@,st,sfnson.com 

The name, address, telephone number (including area code), facsimile number (including area code), an( 

Fax: 202-785-9 163 

:A-6) 

Vlr. Kim Robert Scovill 
Senior Director, Government Affairs 
VextGen Communications, Inc. c/o TeleCommunication Systems, Inc 
!75 West Street Suite 400 
kapolis,  MD 21401 
Tel: 410-349-7097 

%-mail: kscovill@telecomsys.com 

The name, address, telephone number (including area code), facsimile number (including area code), and 
E-mail address of the Applicant's Complaint Contact Person: 

'ax: 410-295-1884 

A-7) What type of legal entity is the Applicant? Mark the appropriate box(s) and category. 

c] Sole proprietorship 

0 Partnership: 

0 Limited Liability Company: 

__ Limited, __ General, - Arizona, - Foreign 

- Arizona, - Foreign 

Corporation: - T', x "c", - Non-profit 
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Other, specify: 

(A-8) Please include “Attachment A”: 

Attachment “A” must include the following information: 

1. A copy of the Applicant‘s Certificate of Good Standing as a domestic or foreign corporation, LLC, 
or other entity in Arizona. 

A list of the names of all owners, partners, limited liability company managers (or if a member 
managed LLC, all members), or corporation officers and directors (specify). NextGen is a wholly 
owned subsidiary of TeleCommunication Systems, Inc. (“TCS“). TCS is a publicly traded 
company. See information attached to Attachment A- 19 detailing NextGen‘s officers and directors. 

2. 

3. Indicate percentages of ownership of each person listed in A-8.2. TCS owns 100% of NextGen‘s 
outstanding stock. 

:A-9) Include your Tariff as “Attachment B”. 

Your Tariff -include the following information: 

1. Proposed Rates and Charges for each service offered (reference by Tariff page number). See tariff 
page number 2 1 

Tariff Maximum Rate and Prices to be charged (reference by Tariff page number). See Tariff page 
number 21. 

Terms and Conditions Applicable to provision of Service (reference by Tariff page number). See 
page numbers 22-24. 

Deposits, Advances, andor Prepayments Applicable to provision of Service (reference by Tariff 
page number). See page 23. 

The proposed fee that will be charged for returned checks (reference by Tariff page number). See 
page 23. 

2. 

3. 

4. 

5. 

h e  to the special and limited services offered by NextGen, and the requirement the customer be a carrier or a 
;overnmental agency, the proposed rates and charges will be provided for on an individual contract basis (“ICB”). 
See Original pages 2 1 through 24. 

A-10) Indicate the geographic market to be served: 

Statewide. (Applicant adopts statewide map of Arizona provided with this application). 

u Other. Describe and provide a detailed map depicting the area. 

4- 11) Indicate if the Applicant or any of its officers, directors, partners, or managers has been or are currently 
ivolved in any formal or informal complaint proceedings pending before any state or federal regulatory 
ommission, administrative agency, or law enforcement agency. N/A 

Describe in detail any such involvement. Please make sure you provide the following information: 

1. 

2. 

3. 

States in which the Applicant has been or is involved in proceedings. 

Detailed explanations of the Substance of the Complaints. 

Commission Orders that resolved any and all Complaints. 
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4. Actions taken by the Applicant to remedy and/or prevent the Complaints from re-occurring. 

(A- 12) Indicate if the Applicant or any of its officers, directors, partners, or managers has been or are currently 
involved in any civil or criminal investigation, or had judgments entered in any civil matter, judgments levied by 
any administrative or regulatory agency, or been convicted of any criminal acts within the last ten (10) years. N// 

Describe in detail any such judgments or convictions. Please make sure you provide the following 
information: 

1. 

2. 

3. 

States involved in the judgments and/or convictions. 

Reasons for the investigation andor judgment. 

Copy of the Court order, if applicable. 

:A-13) Indicate if the Applicant's customers will be able to access alternative toll service providers or resellers 
/ia l+lOlXXXX access. 

No NextGen will not be offering the type of long 0 Yes 
distance services applicable to this question. 

A-14) Is Applicant willing to post a Performance Bond? Please check appropriate box(s). 

advances. preuavments or deposits. 
0 For Long Distance Resellers, a $10,000 bond will be recommended for those resellers who collect 

0 Yes 
If "No", continue to question (A- 15). 

0 For Local Exchange Resellers, a $25,000 bond will be recommended. 

0 Yes No 
If "No", continue to question (A-15). 

0 For Facilities-Based Providers of Long Distance, a $100,000 bond will be recommended. 

0 Yes 1)(1 No 
If "NO", continue to question (A-15). 

u For Facilities-Based Providers of Local Exchange, a $100.000 bond will be recommended. 

If any box in (A-14) is marked "No", continue to question (A-15). 

[ote: Amounts are cumulative if the Applicant is applying for more than one type of service. 
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(A-15) If any box in (A-14) is marked “No”, provide the following information. Clarify and explain the 
Applicant’s deposit policy (reference by tariff page number). Provide a detailed explanation of why the 
Applicant‘s superior fmancial position limits any risk to Arizona consumers. Some of the important purposes of 
deposits are to protect residential customers who may have made deposits for service or prepaid services from the 
unexpected closure or withdrawal from service of a carrier, NextGen does not serve residential customers. 
NextGen‘s deposit policy is found on Original page 23 Section 4 D of its proposed tariffs. As noted, because of 
the special and limited services offered by NextGen, and the fact that the customer must be a carrier or 
governmental agency, Arizona customers will not see any fmancial risk. Moreover, as demonstrated by the 
financial information attached to Attachment D, NextGen possesses adequate fmancial resources to limit any risk 
that may arise. 

(A-16) Submit copies of affidavits of publication that the Applicant has, as required, published legal notice of 
the Application in all counties where the Applicant is requesting authority to provide service. 

Note: For Resellers, the Applicant must complete and submit an Affidavit of Publication Form as Attachment 
“C” before Staff prepares and issues its report. Refer to the Commission’s website for Legal Notice Material 
(Newspaper Information, Sample Legal Notice and Affidavit of Publication). For Facilities-Based Service 
Providers, the Hearing Division will advise the Applicant of the date of the hearing and the publication of legal 
notice. Do not publish legal notice or file affidavits of publication until you are advised to do so bv the Hearing 
Division. 

(A-1 7) Indicate if the Applicant is a switchless reseller of the type of telecommunications services that the 
Applicant will or intends to resell in Arizona: 

0 Yes 1$73 No 
If “Yes”, provide the name of the company or companies whose telecommunications services the 
Applicant resells. 

:A- 18) List the States in which the Applicant has had an application approved or denied to offer 
.elecommunications services similar to those that the Applicant will or intends to offer in Arizona: The following 
;tates have all approved similar applications for NextGen: Iowa, Michigan, Utah, Virginia, Indiana, Vermont, 
3regon, Massachusetts, and Illinois. TeleComunication Systems, Inc. (“TCS”) is certified to offer services in 
Zalifornia, Florida, Minnesota, Tennessee, Texas, and Washington. Neither NextGen nor TCS have ever been 
ienied certification. 

Vote: If the Applicant is currently approved to provide telecommunications services that the Applicant intends to 
Irovide in Arizona in less than six states, excluding Arizona, list the Public Utility Commission (“PUC”) of each 
itate that granted the authorization. For each PUC listed provide the name of the contact person, their phone 
lumber, mailing address including zip code, and e-mail address. 
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(A-19) List the States in which the Applicant currently offers telecommunications services similar to those that 
the Applicant will or intends to offer in Arizona. Although approved to provide service in the states listed in 
response to A-1 8, NextGen is not currently providing service in any of those jurisdictions. 

Note: If the Applicant currently provides telecommunication services that the Applicant intends to provide i 
Arizona in six or more states, excluding Arizona, list the states. If the Applicant does not currently provid 
telecommunications services that the Applicant intends to provide in Arizona in five or less states, list the ke 
personnel employed by the Applicant. Indicate each employee's name, title, position, description of their worl 
experience, and years of service in the telecommunications services industry. See attachment A-19 listing ke: 
personnel of NextGen. 

(A-20) List the names and addresses of any alternative providers of the service that are also affiliates of the 
telecommunications company, as defmed in R14-2-801. TeleCommunication Systems, Inc. is the parent of 
NextGen. As noted in the response to A-18 TCS is certified to provide service in six states. 

A-21) Check here if you wish to adopt as your petition a statement that the service has already been classified 
is competitive by Commission Decision: 

Decision # 64178 Resold Long Distance 0 0 Decision # 64178 Resold LEC 

0 Decision # 64178 Facilities Based Long Distance 

Decision # 64178 Facilities Based LEC 

B. FINANCIAL INFORMATION 

B-I) Indicate if the Applicant has financial statements for the two (2) most recent years. 
0 Yes 

If "No," explain why and give the date on which the Applicant began operations. 

IextGen processes sufficient financial ability to provide service in the State of Arizona. NextGen is wholly 
wned subsidiary of TeleCommunication Systems, Inc. ("TCS"), a public company (NASDAQ: TSYS). 
'herefore, NextGen uses consolidated accounting with its parent TCS and does not make public a separate 
icome statement or balance sheet. However, due to its consolidated financial strength, NextGen possesses 
ifficient financial ability to provide reliable and fimancially stable service in the State of Arizona, as 
emonstrated in Attachment D. 

3-2) Include "Attachment D". 

Provide the Applicant's fmancial information for the two (2) most recent years. 
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I .  

2. 

3. 

4. 

5 .  

A copy of the Applicant's balance sheet. 

A copy of the Applicant's income statement. 

A copy of the Applicant's audit report. 

A copy of the Applicant's retained earnings balance. 

A copy of all related notes to the financial statements and information. 

Note: Make sure "most recent years" includes current calendar year or current year reporting period. 

(B-3) Indicate if the Applicant will rely on the financial resources of its Parent Company, if applicable. 
NextGen is a wholly owned subsidiary of TeleCommunication System, Inc. ("TCS"). NextGen uses consolidated 
G.A.A.P. accounting with its parent TCS and does not make public a separate income statement or balance sheet. 
NextGen's fmances are identical to its parent company's. Attachment D demonstrates that NextGen possesses 
sufficient financial resources to provide the services it proposes in this application competently and effectively. 

(B-4) The Applicant must provide the following information. 

1. 

2. 

3. 

4. 

5 .  

Provide the projected total revenue expected to be generated by the provision of telecommunications 
services to Arizona customers for the fKst twelve months following certification, adjusted to reflect 
the maximum rates for which the Applicant requested approval. Adjusted revenues may be 
calculated as the number of units sold times the maximum charge per unit. 

NextGen is a wholly owned subsidiary of TeleCommunication System, Inc. ("TCS"). NextGen uses 
consolidated G.A.A.P. accounting with its parent TCS and does not make public a separate income 
statement or balance sheet. NextGen's finances are identical to its parent company's. Attachment D 
demonstrates that NextGen possesses sufficient financial resources to provide the services it 
proposes in this application competently and effectively. Similarly, assets are shared and fully 
accounted for in TCS' public filings as required by securities regulations. 

Provide the operating expenses expected to be incurred during the frrst twelve months of providing 
telecommunications services to Arizona customers following certification. 

Provide the net book value (original cost less accumulated depreciation) of all Arizona jurisdictional 
assets expected to be used in the provision of telecommunications service to Arizona customers at 
the end of the first twelve months of operation. Assets are not limited to plant and equipment. Items 
such as office equipment and office supplies should be included in this list. 

If the projected value of all assets is zero, please specifically state this in your response. 

If the projected fair value of the assets is different than the projected net book value, also provide 
the corresponding projected fair value amounts. 
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C. RESOLD AND/OR FACILITIES-BASED LOCAL EXCHANGE TELECOMMUNICATIONS 
SERVICES 

(C-1) Indicate if the Applicant has a resale agreement in operation, 

Yes 1st3 No 
If "Yes", please reference the resale agreement by Commission Docket Number or Commission Decisior 
Number. 

D. FACILITIES-BASED LONG DISTANCE AND/OR FACILITIES BASED LOCAL EXCHANGE 
TELECOMMUNICATIONS SERVICES 

[D- 1) 
AND/OR facilities-based local exchange telecommunications services in Arizona. This item applies to an 

Indicate if the Applicant is currently selling facilities-based long distance telecommunications services 
_ .  I 

4pplicant requesting a geographic expansion of their CC&N: 

0 Yes Lxl No 
If "Yes," provide the following information: 

1, The date or approximate date that the Applicant began selling facilities-based long distance 
telecommunications services AND/OR facilities-based local exchange telecommunications services 
in Arizona. 

Identify the types of facilities-based long distance telecommunications services AND/OR facilities- 
based local exchange telecommunications services that the Applicant sells in Arizona. 

2. 

If "No," indicate the date when the Applicant will begin to sell facilities-based long distance 
telecommunications AND/OR facilities-based local exchange telecommunications services in Arizona. 

Given the unique nature of the services that NextGen is seeking to provide in Arizona, NextGen never 
intends to offer the type of services contemplated by this question. Please see description of services 
attached in response to question A-1. 

E. FACILITIES-BASED LOCAL EXCHANGE TELECOMMUNICATIONS SERVICES 

E-I) 
:ommission in Commission Decision Number 5942 1 : 

Yes, to the extent applicable. 0 No 

Indicate whether the Applicant will abide by the quality of service standards that were approved by the 

E-2) 
nd will coordinate with incumbent local exchange carriers ("ILECs") and emergency service providers to 
rovide this service: 

Indicate whether the Applicant will provide all customers with 9 1 1 and E9 1 1 service, where available, 

Yes 
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(E-3) 
facilities-based long distance companies) pursuant to A-.A.C. Rl4-2-1111 (A): 

Indicate that the Applicant's switch is "fully equal access capable" (Le., would provide equal access to 

0 Yes No, NextGen will not be providing switched long distanceholl 
service to residential or business end user customers. 

I certify that if the applicant is an Arizona corporation, a current copy of the Articles of 
Incorporation is on file with the Arizona Corporation Commission and the applicant holds a 
Certificate of Good Standing from the Commission. If the company is a foreign corporation or 
partnership, I certify that the company has authority to transact business in Arizona. I certify that all 
appropriate city, county, and/or State agency approvals have been obtained. Upon signing of this 
application, I attest that I have read the Commission's rules and regulations relating to the 
regulations of telecommunications services (A.A.C. Title 14, Chapter 2, Article 11) and that the 
company will abide by Arizona state law including the Arizona Corporation Commission Rules. I 
agree that the Commission's rules apply in the event there is a conflict between those rules and the 
company's tariff, unless otherwise ordered by the Commission. I certie that to the best of my 
knowledge the information provided in this Application and Petition is true and correct. 

(Signake of Authorized Representative) 

(Date) / 

(Print Name of Authorized Representative) 

(Title) 

- 
Lolo f 

SUBSCRIBED AND SWORN to before me this dhj5 

NOTARY PUBLIC .J 
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Theresa Mackey 
Notary Public, District of Columbia 
MY Commission Expires 8-14-201 0 



My Commission Expires 8-/q- 20 / b 
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Supplemental Answer to A-1 

NextGen seeks certification so that it may aggregate and transport emergency local, VoIP, 
telemetric, PBX, and mobile E9-1- 1 traffic, manage and transmit location and calling number 
data, and provide call routing management for the delivery of emergency calls to PSAPs 
throughout Arizona. NextGen's services are used by large wireless carriers, VoIP providers, 
cable TV system operators who provide telecommunications services and/or VoIP, telemetric 
operators, PBX users, and mobile voice service providers. NextGen does not provide long 
distance voice toll services or local exchange voice dial tone services and does not intend to 
provide such services. However, in order to aggregate and transport emergency calls, NextGen 
may require the same sort of interconnection and collection made available to certificated 
Competitive Local Exchange Carriers ("CLECs"). 

In addition, certification will enable NextGen to acquire and manage pANI numbering resources, 
which are essential to routing emergency calls, pursuant to the Federal Communications 
Commission's ("FCC's") directive of September 8, 2006 which states that CLEC certification is 
now required for pANI management. Furtherance of this FCC objective and of the availability 
of competitive sources for emergency call routing and management are in the public interest. 

DB04/837404.0002/2332093.1 W14 
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NextGen Communications, Inc. and TeleCommunication Systems,  Inc. 

Personnel BIOS 

LIST OF OFFICERS AND DIRECTORS 

NextGen Company Directors 

Maurice B. To& 
Chairman of the Board, Chief Executive Office, and  President 

Thomas  M. Brandt, Jr. 
Senior  Vice President and Chief Financial Officer 

NextGen Key Companv Officers 

Maurice B. Tos6 
Chairman of the Board, Chief Executive Officer, a n d  President 

Thomas  M. Brandt, Jr. 
Senior Vice President and  Chief Financial Officer 

Bruce White 
Vice President, General Counsel & Secretary 



Maurice B. Tos6, Chairman of the Board, Chief Executive Officer, and President of TCS 
and President and CEO of NextGen Communications, Inc. 

Maurice B. T O S ~  founded TeleCommunication Systems (TCS) in 1987, initially as a military 
contractor for software development and network projects. Since then, TCS has evolved into a 
leader in wireless messaging and location technology. Today, TCS is delivering the essential 
software, services, and solutions to wireless telecommunication carriers that enable people to 
better manage their mobile lifestyle. 

Since its inception, the company has experienced significant growth, from generating $28 
million in revenues during its first 10 years to $58. 1 million in revenues in 2000. The company 
has grown to more than 500 employees based principally in Annapolis, Seattle and Tampa. In 
August of 2000, TCS launched itself as a public company with a successful Initial Public 
Offering (IPO) raising $92 million. 

Mr. Tose graduated from the United States Naval Academy with a Bachelor of Science degree 
in Operations Analysis. Following his graduation, he served on active duty in the United States 
Navy for eight years in posts throughout the United States, rising to the rank of Lieutenant. 
Tours of  duty at sea included USS Bagley as Damage Control Assistant and as the Operations 
Officer on USS Mauna Kea, where he was responsible for the operations and maintenance of 
all voice and data communications. After his service at sea, Mr. Tose returned immediately to 
the Naval Academy as an instructor. For more than 10 years, Mr. Tose has been an active 
member of the Naval Reserves, attaining the rank of Commander, including an extensive 
assignment to the staff of the United States Secretary of Defense. 

Prior to founding TCS, Mr. Tose was the Director of Department of Defense Programs for 
Techmatics, Inc., headquartered in Silver Spring, Maryland. At Techmatics, Mr. Tose was 
responsible for the marketing and management of systems integration contracts for the DoD. 
These contracts involved the installation, maintenance, personnel training and integrated 
logistics support for turnkey communications systems. 

With over 21 years of experience providing technical solutions through operations research 
techniques in engineering, telecommunications, complex automated data processing and 
wireless systems, Mr. Tose and his company have been recognized through the receipt of 
numerous awards including 2000 and 1997 Ernst & Young Entrepreneur of the Year finalist, The 
Lamond Godwin Bridge Builders Award for Excellence in Minority Business Relations, The 
national Association of Black Telecommunication Professional's Granville T. Woods Award for 
Outstanding Achievement, The AT&T Spectrum Award for Innovators, three-time winner of the 
Greater Washington Technology Fast 50 Award, two-time winner of the Maryland Fast 50 
Award, the national Technology Fast 500 Award, five times included in the Black Enterprise Top 
100, and the Government Computer News Industry Information Technology Award. 
Additionally, Mr. Tose is a member of numerous professional organizations including the 
Wireless Data Forum, AT&T's Diversity Roundtable, the International Engineering Consortium 
and the Intelligent Network Forum. 

Richard A. Young, Executive Vice President and Chief Operating Officer 

Mr. Young directs all day-to-day activities in the company including goal setting, performance 
monitoring, and deployment of key personnel. Mr. Young joined TCS in 1992. He has over 
twenty-seven years of experience in technology management, with in-depth technical 



experience in hardware and software life cycle program management. Prior to TCS, Mr. Young 
worked as Senior Manager for ICF Information Technology, Inc. where he was responsible for 
managing over thirty technical staff in designing and developing applications to customer 
specifications. From 1986 to 1989, Mr. Young was the Director of the Information Systems 
Department of the Navy Recruiting Command where he managed over seventy technical 
employees and was responsible for the information management requirements of the 
nationwide recruiting force. Mr. Young holds a B.S. degree in Engineering from the U.S. Naval 
Academy and holds a Master of Science degree in Information Technology from the Naval 
Postgraduate School. 

Thomas M. Brandt, Jr., Senior Vice President and Chief Financial Officer of TCS and 
NextGen Communications, Inc. 

As Chief Financial Officer, Mr. Brandt is responsible for the Company’s financial management, 
reporting, controls, accounting, and administration. Mr. Brandt joined TCS in early 1997. He has 
twenty-seven years experience in finance and accounting. Mr. Brandt was previously Senior 
Vice President and CFO of DIGEX, Inc., an Internet service provider, where he helped lead its 
1996 IPO. His experience includes twelve years with Price Waterhouse, and services as CFO or 
controller of other corporations including Easco Corporation, a Fortune 500 company listed on 
the New York Stock Exchange. He serves on the Boards of Antenna Research Associates, Inc., 
a private technology company. He is a CPA with an AB from Duke University and an MBA from 
the Wharton School of the University of Pennsylvania. 

Dan Allen, Senior Vice President, Service Bureau Operations 

As Senior Vice President of Service Bureau Operations for TeleCommunication Systems, Dan 
has responsibility for Wireless E9-1-1 operations, Wireline E9-1-1- operations, Voice-over- 
Internet Protocol (VolP) E9-1-1 operations, hosted location services, and data center operations 
and for ensuring that the Company maintains its enviable record of reliability through IS0 9001 
and TL 9000. 

Dan has over 30 years experience in telecommunications in senior management positions, 
including over 13 years in wireline systems management and over 17 years in the cellular 
industry. He has been responsible for multiple telecommunication company start-ups in the 
U.S. and internationally. After a long and successful career with United Telephone, Dan was 
President and CEO of Airbiquity, a wireless software company providing the automotive industry 
with major telematics applications. Dan was previously President of Nextel for the Mid-Atlantic 
Area where he had complete responsibility for all aspects of the implementation and operation 
of the iDEN@ digital wireless communication company including Washington, D.C., Northern 
Virginia, Maryland, Pennsylvania, Delaware, and New Jersey, covering ‘15 million subscribers. 
Prior to that he held positions as Vice President of Operations for both Time Warner 
Telecommunications and Bell South International where he started companies both 
domestically and abroad. 

Bruce A. White, Esq., Vice President, General Counsel and Secretary 

Mr. White directs all of the legal and regulatory functions for TeleComrnunication Systems, Inc. 
(TCS) and its subsidiaries. His 14 years of experience at TCS includes: developing TCS’s in- 
house legal function as an integral part of this telecommunication infrastructure software 
provider focused on profit optimization and risk management; Board of Directors management; 
all SEC reporting; acquisition and litigation management; contract negotiations; IP protections; 
and management of Human Resources, facilities and security functions. 



In his role, Bruce works closely with CEO and CFO on corporate financing and capitalization, 
debt restructure, venture funding, and managed TCS's IPO in 2000. His securities 
responsibilities include serving as Corporate Secretary and primary interface with Board of 
Directors, preparing documents and advising on offerings pursuant to the Securities Act of 1933 
and preparing IO-K, 10-Q, proxy statements, annual reports, insider trading restrictions, and 
other public reporting and disclosures under the Securities Exchange Act of 1934 and 
Sarbanes-Oxley Act. Mr. White must select and manage outside counsel and manage litigation, 
Draft and negotiate international, domestic and government contracts, and also manages the 
contracts department. 

He received his J.D. degree from the University of Baltimore and has a B.B.A., Finance, cum 
laude, from the University of Georgia. He is a member in good standing with the Maryland Bar, 
and is a member of the American Bar Association, Maryland Bar Association, Association of 
Corporate Counsels. 

Richard H. Dickinson, Senior Director, Public Safety of TCS and NextGen 
Com m unications, Inc. 

Richard (Dick) Dickinson has over eighteen years experience in wireless telecommunications, 
project management, and communications center management. He has built wireless networks 
nationally and internationally, managing site acquisition and zoning, construction, and 
warehouse logistics. Dick has managed the communications center for the University of 
Washington, a 24x7 emergency response center. He has participated in all aspects of wireless 
Phase I and Phase I I  E9-I-'I deployments, usually in a lead role for most FOAs and trail blazing 
deployments for various technologies. With the emergence of VolP, Dick applied his knowledge 
of E9-1-1 to develop and patent the E9-1-1 solution for nomadic VolP which has become the 
basis for the NENA i2 standard. He is active in various industry forums and standards bodies, 
including NENA, APCO, NRIC7, ESIF, and is Chair of the E9-1-1 Institute VolP Subcommittee 
for Policy. Dick received his Masters Degree in International Studies from Pacific Lutheran 
University and his Bachelors Degree from the United States Military Academy. 
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KRJSTN K RnaYES -Chairman 
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Director, COrporatIom Mvlslm 

ARIZONA CORPORATION COMMISSION 

0 

February 3,2009 

CORPORATION SERVICE COMPANY 
2338 W ROYAL PALM RD, STE J 
PHOENIX, AZ 85021 

RE: NEXTGEN COMMUNICATIONS, INC. 
File Number: F15031201 

We are pleased to notify you that the Application for Authority to transact business or 
conduct affairs in Arizona for the abovereferenced entity HAS BEEN APPROVED. 

You must publish a copy of the Application for Authority. The publication must be in a 
newspaper of general circulation in the county of the known place of business in Arizona 
for three consecutive publications. A list of acceptable newspapers in each county is 
enclosed and is also posted on the Commission website. Publication must be completed 
WITHIN 60 DAYS after February 3,2009, which is the date the document was approved 
for filing by the Commission. The corporation may be subject to revocation of authority 
if it fails to publish. You will receive an Affidavit of Publication from the newspaper, 
and you may f i e  it with the Commission. 

Corporations are required to file an Annual Report with the Comnhission, Your Annual Report is 
due on 01/30/2010, and on the anniversary of that date each subsequent year. You may receive a 
postcard reminding you to fde, but even if you don't, it is your responsibility to file the 
corporation's Annual Report by the deadline each year. You can visit our website at 
www.azcc.nov/divisions/comorations to electronic all^ file YOW annual S D O I ~  You can also 
complete t&e form online, p&t it out and mdl it in, 0; you 'can call the Abual  Reports section at 
602-542-3285. 

Corporations must notify the Commission immediately, in writing, if they change their 
corporate address, statutory agent, or statutory agent address. Address change orders 
must be signed by a duly authorized corporate officer. A forwarding order placed with 
the U.S. Postal Service is not sufficient to change your address with the Commission. 

We strongly recommend you periodically monitor your coI;poratiods record with the 
Commission, which can be viewed at www.azcc.gov/Divis~ons/Corporations. If you 
have questions or need further information please contact us at (602) 542-3026 in 
Phoenix, (520) 628-6560 in Tucson, or Toll Free (Arizona Residents only) at 1-800-345- 
5819. 

Sincerely, 
Enrique Lira 
Examiner, Corporations Division 

CF:07 
REV. 01/2009 
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I. 
NextGen Communications, .hc. (“NextGen”) 
Issued January 29,2010 
Issued by Bruce A. White, Secretary 

Arizona Tariff No. 1 
Original Page 1 
Effective ,2010 

ARIZONA TELECOMMUNICATIONS 
TARIFFNO. 1 

FOR 
NextGen Communications, Inc. 

275 West Street 

Annapolis, MD 2 140 1 

This tariff contains the descriptions, regulations, and rates applicable to the furnishing of E9- 1- 1 
services by NextGen Communications, Inc. (NextGen). This tariff is on file with the Arizona 
Corporation Commission and copies may be inspected during normal business hours at the principal 
place of business of NextGen Communications, Inc., at the above-listed address. 

NextGen Communications, Inc. 
275 West Street Annapolis, MD 21401 

DB04/837404.0002/2332605.1 CR05 



NextGen Communications, Inc. (“NextGen”)Arizona Tariff No. 1 
Issued January 29,20 10 Original Page 2 
Issued by Bruce A. White, Secretary Effective ,2010 

CHECK SHEET 

The TITLE page through page 25 inclusive of the tariff are effective as of the date shown on an 
individual sheet. Original and revised pages, as named below, comprise all changes from the original 
Tariff in effect on the date indicated. 

SECTION 
Title 
Check Sheet 
Table of Contents 
Tariff Format and Explanation of Symbols 
Section 1 - Definitions 
Section 1 - Definitions 
Section 1 - Definitions 
Section 1 - Definitions 
Section 1 - Definitions 
Section 2 - Rules and Regulations 
Section 2 - Rules and Regulations 
Section 2 - Rules and Regulations 
Section 3 - Service Offerings and Features 
Section 3 - Service Offerings and Features 
Section 3 - Service Offerings and Features 
Section 3 - Service Offerings and Features 
Section 3 - Service Offerings and Features 
Section 3 - Service Offerings and Features 
Section 3 - Service Offerings and Features 
Section 3 - Service Offerings and Features 
Section 4 - Rates, Charges, and Conditions of 
Service 
Section 4 - Rates, Charges, and Conditions of 
Service 
Section 4 - Rates, Charges, and Conditions of 
Service 
Section 4 - Rates, Charges, and Conditions of 
Service 
Section 5- Service Areas 

PAGE REVISION 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 

22 

23 

24 

25 

Original 
Original 
Original 
Original 
Original 
Original 
Original 
Original 
Original 
Original 
Original 
Original 
Original 
Original 
Original 
Original 
Original 
Original 
Original 
Original 
Original 

Original 

Original 

Original 

Original 

EFFECTIVE DATE 
April-, 2010 
April-, 20 10 
April-, 20 10 
April-, 2010 
April-, 2010 
April,-, 20 10 
April-, 20 10 
April-, 2010 
April-, 20 10 
April-, 20 10 
April-, 2010 
April-, 2010 
April-, 20 10 
April-, 2010 
April-, 20 10 
April-, 20 10 
April-, 2010 
April-, 20 10 
April-, 20 10 
April-, 20 10 
April-, 20 10 

April-, 20 10 

April-, 2010 

April-, 2010 

April-, 20 10 
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NextGen Communications. Inc . (“NextGen”)Arizona Tariff No . 1 
Issued January 29. 20 10 Original Page 3 
Issued by Bruce A . White. Secretary Effective . 2010 

TABLE OF CONTENTS PAGE 

TITLE PAGE ..................................................................................................... 1 
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NextGen Communications, Inc. (“NextGen”)Arizona Tariff No. 1 
Issued January 29,20 10 Original Page 4 
Issued by Bruce A. White, Secretary Effective ,2010 

TARIFF FORMAT AND EXPLANATION OF SYMBOLS 

Page Numbering: Page numbers appear in the upper right hand corner of the page. Pages are 
numbered sequentially. From time to time new pages may be added to the Tariff. When a new page 
is added between existing pages a decimal is added to the preceding page number. For example, a 
new page added between Pages 3 and 4 would be numbered 3.1. 

Explanation of Symbols: When changes are made in any Tariff page, a revised page will be issued 
replacing the affected Tariff page. Changes will be identified on the revised page(s) in the right hand 
margin on each line changed through the use of the following symbols: 

To signify changed regulation 

To signify discontinued material 

To signify rate or charge increase 

To signify material relocated without change in text or rate 

To signify new material 

To signify material relocated without change in text but with an increase in rate 

To signify reduction 

To signify reissued material 

To signify a change in text but no change in rate or regulation 

To signify a correction 

APPLICATION OF TARIFF 

This tariff sets forth the service offerings, rates, terms and conditions applicable to the h i s h i n g  of 
intrastate end-user telecommunications services by NextGen Communications, Inc., hereinafter referred to 
as the Company, to customers within the State of Arizona. 

NextGen Communications, Inc. 
275 West Street Annapolis, MD 2 140 1 

DB04/837404.0002/2332605.1 CR05 



NextGen Communications, Inc. (“NextGen”) 
Issued January 29,20 10 
Issued by Bruce A. White, Secretary 

SECTION 1. - DEFINITIONS 

Arizona Tariff No. 1 
Original Page 5 
Effective ,2010 

Automatic Location Identification (ALI) Database 

See Location Database. Traditionally, the ALT Database maintained the name and address 
associated with the calling party’s telephone number (identified by ANI Feature). In the future, 
ALI data may only be a portion of the location data available in the Location database. 

Automatic Location Identification (ALII to Automatic Location Identification (ALI) data transfer 

A feature by which Automatic Location Identification (ALI) data is transferred to another 
provider’s Automatic Location Identification (ALI) system. 

Automatic Location Identification (ALI) PSAP Port 

A port on the ALI database system used to deliver Automatic Number Identification (ANI) to 
the PSAP. 

Automatic Number Identification (ANI) 

A feature by which the calling party’s ANI telephone number is forwarded to the E9- 1 - 1 
Control Office and to the PSAPs Display and Transfer Units. 

Business Customer 

A Customer who subscribes to the Company’s Service(s) and whose primary use of the Service is of a 
business, professional, institutional, or otherwise occupational nature. 

Call Routing Device 
An intelligent network device that, based on the identified number of the calling party (and 
potentially other factors), routes an E9- 1 - 1 call from a central office to the designated primary 
PSAP. (See “Selective Routing”) 

Company 

Used throughout this tariff to refer to NextGen Communications, Inc., a Maryland corporation, unless 
otherwise clearly indicated by the context. 

Customer 

A current or potential buyer or user of the services identified in this tariff. This is typically through 
purchasing the services; however, the term also includes by extension anyone who uses or experiences 
the services of another. 

NextGen Communications, Inc. 
275 West Street Annapolis, MD 21401 
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NextGen Communications, Inc. ((‘NextGen’’) 
Issued January 29,20 10 
Issued by Bruce A. White, Secretary 

Arizona Tariff No. 1 
Original Page 6 
Effective ,2010 

SECTION 1. -DEFINITIONS, CONTINUED 

Database Management System (DBMS) 

See Location Validation Function 

Default Routing (DR) 

A feature activated when an incoming E9- 1 - 1 call cannot be selectively routed due to an ANI 
failure, garbled digits, or other causes. Such incoming calls are routed from the E9-1-1 Control 
Office to a default PSAP. Each incoming E9- 1- 1 facility group to the E9- 1 - 1 Control Office is 
assigned to a designated default PSAP. This is a standard feature of E9-1-1 Service. 

Display and Transfer Unit 

A console and associated common equipment for displaying ANI numbers at the PSAP attendant 
position and used by the attendant to activate Fixed and/or Selective Transfer functions. 

E9-1-1 Call or E9-1-1 Service 

A telecommunications service that uses ANI, ALI (including non-listed and non-published 
numbers and addresses), Selective Routing, and the three-digit number “9-1-1,” for a caller 
wishing to report police, fire, medical, or other emergency situations (as examples) to a PSAP for 
referral to a public safety agency. As used in this tariff, E9-1-1 does not include discretionary 
equipment purchased, or contracted for that is not essential to the provision of E9-1-1 service. 

Emergency Service Number (ESN) 

Unique numbers provided by the Company to be associated by the customer with street 
address ranges or other mutually agreed upon routing criteria for selective routing of calls to 
unique combinations of police, fire, ambulance and any other appropriate agencies 
responsible for providing emergency service in the E9-1-1 serving area. 

End Office 

The central office(s) which receive originating E9- 1 - 1 calls. 

Enhanced 9-1-1 (E9-1-1) Service Area 

The geographic area in which the E9- 1- 1 authority will respond to all E9- 1 - 1 calls and 
dispatch appropriate emergency assistance. 

NextGen Communications, Inc. 
275 West Street Annapolis, MD 21401 
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NextGen Communications, Inc. (“NextGen”) 
Issued January 29,20 10 

Arizona Tariff No. 1 
Original Page 7 

Issued by Bruce A. White, Secretary Effective ,2010 

SECTION 1. - DEFINITIONS, CONTINUED 

Enhanced 9-1-1 (E9-1-1) Transport 

Telephone lines or facilities that are dedicated to an E9- 1 - 1 system. Enhanced 9- 1 - 1 transport 
lines for PSALI connect a customer’s PBX to the E9- 1- 1 Control Office. 

Individual Contract Basis (ICs) 

A service arrangement where the regulations, rates, and charges are developed based on the specific 
circumstances of the Customer’s situation and set out in a separate agreement with the Customer. An 
ICB may incorporate this or other applicable tariffs by reference. 

Internet Protocol (Pp) 

The Internet Protocol (IP) is a method used for communicating data across a packet-switched digital 
network. Sometimes also referred to as TCP/IP. 

Location Database 

An ALI, Location Information Server, or other database that stores location information for 
emergency services use. 

Location Database Call Routing Device Port 

A port on the Location database system used to deliver 9- 1 - 1 calling information to the Call 
Routing Device. 

NextGen Communications, Inc. 
275 West Street Annapolis, MD 21401 
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NextGen Communications, Inc. (“NextGen”) 
Issued January 29,20 10 
Issued by Bruce A. White, Secretary 

Arizona Tariff No. 1 
Original Page 8 
Effective ,2010 

SECTION 1. -DEFINITIONS, CONTINUED 

Location Validation Function 

A system that stores and receives updates of the data required to provide the Call Routing Device 
and Location Database features and determines whether a location description is valid for the given 
area. This function was traditionally provided by a DBMS using the MSAG. For NextGen’s 9- 1 - 1, 
the data source will not be only the MSAG if an MSAG is used at all. In NextGen’s 9-1-1 system, 
the creation of the valid locations is carried out by the Master Location Validation System. 

Manual Transfer 

A feature that enables the PSAP attendant to transfer an incoming call by depressing the 
switchhook of the associated telephone or a button on the Display and Transfer Unit and 
dialing either a 7-digit or 10-digit telephone number or a 2-digit speed calling code. Manual 
Transfer is associated with the E9-1-1 trunk unit and is a standard feature of E9-1-1 Service. 

Master Location Validation System 

A system that acts as the master source for valid locations in a given area. Traditionally, a 
DBMS is used to create and maintain an MSAG. In NextGen’s 9- 1 - 1 system, the Master 
Location Validation System will be a GIS system. 

Master Street Address Guide (MSAG) 

The document or computer file that lists the standard street names, address ranges, political 
community designations, and routing codes (ESNs). 

Pseudo Automatic Number Identification 

A feature in which a number, assigned to the area served by a wireless communications 
provider’s tower or a sector of the area served by a tower, is forwarded to the E9- 1 - 1 
Call Routing Device and to the PSAPs Display and Transfer Units. 

Private SwitcWAutomatic Location Identification Customer 

The Private Switch or Location Database customer may be a municipality or other state or 
local governmental unit, or an authorized agent of one or more municipalities or other state or 
local governmental units to whom authority has been lawfully delegated, or a PBX 
owner/operator, or CentredCENTRON customer who desires to provide station location 
information to the E9-1-1 system. 

NextGen Communications, Inc. 
275 West Street Annapolis, MD 21401 
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NextGen Communications, Inc. (“NextGen”) 
Issued January 29,20 10 
Issued by Bruce A. White, Secretary 

Arizona Tariff No. 1 
Original Page 9 
Effective ,2010 

SECTION 1. - DEFINITIONS, CONTINUED 

Public Safe@ AnswerinP Point (PSAP) 

An answering location for 9-1-1 calls originating in a given area. A PSAP may be designated as 
Primary or Secondary, which refers to the order in which calls are directed for answering. Primary 
PSAPs respond first; Secondary PSAPs receive calls on a transfer basis only and generally serve as a 
centralized answering location for a particular type of emergency call. PSAPs are staffed by 
employees of service agencies such as police, fire, or emergency medical or by employees of a 
common bureau serving a group of such entities. 

Public Safety Answering Point (PSAP) Trunk 

A trunk used to deliver ANY information from a Call Routing Device to a PSAP. The PSAP trunk 
may be set to receive a 9-1-1 call in several different formats. The trunk could be TDM or P. The 
PSAP trunk is also used to connect and carry voice transmission, and in the case of IP (VoIP) 
possibly the location information, from the Call Routing Device. 

Routing Telephone Number (RTN) 

A number that when dialed rings to a specific Public Safety Answering Point. This is used for 
connectivity from the PSTN to the 9-1-1 network of a Public Safety Answering Point. 

Routing Telephone Number Port 

A port in the Call Routing Device used to connect the routing telephone number line. 

Selective Routing (SR) 

A form of call routing that may or may not be applicable to the Company’s E9-1-1 that routes an 
E9-1-1 call from a central office to the designated primary PSAP based upon the identified 
number of the calling party (other factors may be used to determine the call routing in addition 
to the calling party’s number). (See “Call Routing Device”) 

Selective Transfer 

A feature providing persons at the PSAP the ability to transfer an incoming call to another agency 
by depressing a single button labeled with the type of agency, e.g., “Fire”, on the Display and 
Transfer Unit. This type of transfer is only available when the SR feature is provided. 

NextGen Communications, Inc. 
275 West Street Annapolis, MD 21401 
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NextGen Communications, Inc. (“NextGen”) 
Issued December 29,2010 
Issued by Bruce A. White, Secretary 

Arizona Tariff No. 1 
Original Page 10 
Effective ,2010 

SECTION 2. RULES AND REGULATIONS 

A. Company Liability and Indemnification 

1. Limitations on Company Liability 

The Company’s liability for any loss or damage arising from errors, interruptions, defects, 
failures, delays, or malfunctions of any service, equipment, or any part thereof provided 
pursuant to this Tariff or ICB, whether caused by the negligence of the Company or 
otherwise, except gross negligence, shall not exceed the greater of $50.00 or an amount 
equivalent to the pro rata charges for the service or equipment affected during the period 
of time that the service or equipment was fully or partially inoperative. 

2. Release and Indemnification / Intellectual Property 

a. The customer agrees to release, indemnify, defend, and hold harmless the Company 
from any and all loss, claims, demands, suits or other action; or any liability 
whatsoever, whether suffered, made, instituted or asserted by the customer or by 
any other party or person, for any personal injury to or death of any person or 
persons, or for any loss, damage or destruction of any property, whether owned by 
the customer or others, caused in whole or part by the act or omissions of the 
Company, its agents and its employees. Unless otherwise provided for by an ICB, 
title to all facilities and intellectual property provided in accordance with this tariff 
remains in the Company, its partners, agents, contractors, or suppliers. The 
Company is not obligated to compensate, defend, or indemnify the Customer or any 
other person for alleged or adjudicated claims of infringement by third parties for 
any services offered, or for any licensing or court costs related thereto. 

b. The Company will not be liable for any direct, indirect, incidental, special, 
consequential, exemplary or punitive damages to Customer as a result of any 
Company service, equipment or facilities, or the acts or omissions or negligence of 
the Company’s employees or agents. 

c. The Company shall not be liable for any delay or failure of performance or 
equipment due to causes beyond its control, including but not limited to: acts of 
God, fire, flood, explosion or other catastrophes; any law, order, regulation, 
direction, action, or request of the United States Government or any state and local 
governments having or claiming jurisdiction over the Company, or of any 
department, agency, commission, bureau, corporation, or other instrumentality of 
any one or more of these federal, state, or local governments, or of any civil or 
military authority; national emergencies; insurrections; riots; wars; unavailability of 
rights-of-way or materials; or strikes, lock-outs, work stoppages, or other labor 
difficulties when it does not involve the Company’s employees. 

3. THE COMPANY MAKES NO WARRANTIES OR REPRESENTATIONS, EXPRESS 
OR IMPLIED EITHER IN FACT OR BY OPERATION OF LAW, STATUTORY OR 
OTHERWISE, INCLUDING WARRANTIES OF MERCHANTABILITY OR FITNESS 

NextGen Communications, Inc. 
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NextGen Communications, Inc. (“NextGen”) 
Issued December 29,20 10 

Arizona Tariff No. 1 
Original Page 11 

Issued by Bruce A. White, Secretary Effective ,2010 

SECTION 2. RULES AND REGULATIONS, CONTINUED 

FOR A PARTICULAR USE, EXCEPT THOSE EXPRESSLY SET FORTH HEREIN. 

4. Invasions of Privacy 

a. The customer agrees to release, indemnify, and hold harmless the Company for any 
infringement or invasion of the right of privacy of any person or persons, caused or 
claimed to have been caused, directly or indirectly, by the installation, operation, 
failure to operate, maintenance, removal, presence, condition, occasion or use of 
any service features and the equipment associated therewith provided pursuant to 
this Tariff, or by any services furnished by the Company in connection therewith, 
including, but not limited to, the ident‘ification of the telephone number, address or 
name associated with the telephone used by persons accessing 9-1-1 service 
hereunder, and which arises out of the negligence or other wrongful act of the 
Company, except gross negligence, or the employees or agents of any one of them. 
Notwithstanding the foregoing, such indemnification does not apply to Company’s 
use of customer data for any purpose other than the provision of 9-1-1 services. 

b. The Company shall be indemnified, defended and held harmless by the Customer 
against any claim, loss or damage arising from Customer’s use of services, involving 
claims for libel, slander, or allegations of infringement of patent or copyright arising 
from the Customer’s own communications. 

B. General Terms and Conditions 

1. 

2. 

3 .  

Term of Service; Termination. 

The Company and each customer may enter into a separate agreement specifying the term 
during which the Company shall provide Services. 

Payments; Late Fees 

Payment for Services provided by the Company shall be due in accordance with the terms 
and conditions of each customer’s contract. Customer agrees to pay a late fee in 
accordance with the terms and conditions of each customer’s contract, but in no event to 
exceed the late fees which may be charged to customer under the laws of the state of 
Arizona. 

Attorneys’ Fees 

The Company and each customer may enter into a separate agreement specifying that if any 
dispute in connection with the provision of Services to customer is submitted to a court, 
arbitrator, tribunal or other appropriate entity, then all costs and expenses of the parties 
(including reasonable attorneys‘ fees) will be paid by the party against whom a 
determination by such court, arbitrator, tribunal or entity is made, or, in the absence of a 
determination, wholly against one party, as such court, arbitrator, tribunal or entity directs. 

NextGen Communications, Inc. 
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NextGen Communications, Inc. (“NextGen”) 
Issued January 29,20 10 

Arizona Tariff No. 1 
Original Page 12 

Issued by Bruce A. White, Secretary Effective ,2010 

SECTION 2. RULES AND REGULATIONS, CONTINUED 

C. Notices and Communications 

1. The Customer shall designate the address to which the Company shall mail or deliver all notices 
and other communications, except that the Customer may also designate a separate address to 
which Company bills for service shall be mailed. The Company shall designate an address to 
which the Customer shall mail or deliver all notices and other communications, except that 
Company may designate a separate address on each bill for service to which the Customer shall 
mail payment on that bill. 

2. Except as otherwise stated in this tariff, or an ICB, all notices or other communications required 
to be given pursuant to this tariff, or an ICB, or the Agreement for Services will be in writing. 
Notices and other communications of either party, and all bills mailed by the Company, shall be 
presumed to have been delivered to the other party on the third business day following placement 
of the notice, communication or bill with the U.S. Mail or a private delivery service, prepaid and 
properly addressed, or when actually received or refused by the addressee, whichever occurs first. 

3.  The Company or the Customer shall advise the other party of any changes to the addresses 
designated for notices, other communications or billing, by following the procedures for giving 
notice set forth herein, or as may be required in an ICB. 

NextGen Communications, Inc. 
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SECTION 3. SERVICE OFFERINGS AND FEATURES 

A. Description of Services 

1. Enhanced Universal Emergency Number Service (E9- 1 - 1 Service) 

a. Enhanced Emergency Number Service, also referred to as E9-1-1, is a telephone 
communication service whereby one or more Public Safety Answering Points (PSAP) 
designated by the local 9-1-1 authority may receive teiephone calls dialed to the 
telephone number 9-1-1. Traditional E9-1-1 Service has typically included lines and 
equipment within one telephone company exchange and/or area served by a Mobile 
Telephone Switching Office, which could be connected to lines and equipment in 
another telephone company exchange to permit answering, transferring and dispatching 
of public emergency telephone 9-1-1 calls originated by persons within the same serving 
area. 

However, E9-1-1 Service may become more decentralized insofar that no single 
company may provide all of the E9-1-1 hardware, software, or features. The use of 
twisted pair telephone “lines” is becoming obsolete, replaced by broadband IP 
connectivity via cable or DSL or other dedicated IP networks. The Company anticipates 
that different companies shall provide the IP E9- 1 - 1 infrastructure, while other 
companies provide the E9-1-1 content, features, and functions. This tariff identifies the 
rules, regulations, and prices that shall govern the Company’s offering of the E9-1-1 
features and functions. 

b. Enhanced 9-1-1 Service is offered subject to availability of IP broadband facilities. 

c. The E9-1-1 customer may be: 

(1) A municipality or other state or local governmental unit, or an authorized agent 
of one or more municipalities or other state or local governmental units to whom 
authority has been lawfully delegated. The customer must be legally authorized 
to subscribe to the service and have public safety responsibility by law to 
respond to telephone calls from the public for emergency police, fire or other 
emergency services within the telephone areas arranged for 9-1-1 calling. 

(2) A private telecommunications provider of LEC, CLEC, wireless, or VoIP 
service with an obligation to route emergency 9-1-1 calls to the appropriate 
PSAP. 

(3) A private enterprise with a PBX telephone system with a desire and 
appropriate state and/or federal authority to route emergency calls to the 
appropriate PSAP. 
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SECTION 3. SERVICE OFFERINGS AND FEATURES, CONTINUED 

2. Private Switch/Automatic Location Identification Service 

The Private Branch Exchange (PBX) switch located on a customer‘s premises sends Automatic 
Number Identification information to an Enhanced 9- 1 - 1 (E9- 1 - 1) Control Office or the 
Company’s E9-1-1 Call Routing Device from individual PBX stations for the purpose of 
providing site or station, location information on an E9- 1- 1 caII, or for seIectiveIy routing that call 
to the appropriate Public Safety Answering Point (PSAP). A PSLocation Database also is 
available to CentredCENTRON or VoIP enterprise customers who wish to provide the E9- 1-1 
system with more specific location and routing information. These are the only intended uses for 
this service. 

3 .  E9-1-1 Call Routing Device Service 

The E9-1- 1 Call Routing Device service will connect local telecommunications or VoIP 
switches via IP and will route the calls to one or more PSAPs via IP or circuit switched 
technology as required by the PSAP. 

4. Location Database Service 

The Company Location Database will provide the 9-1-1- caller’s name, address, phone 
number, and location (if available) to the PSAP via JP simultaneously with the voice call as it 
is routed via the IP Call Routing Device. As other content becomes available, the Company 
will provide such content. For legacy PSAPs with traditional ALI requirements, the 
Company will provide appropriate connectivity to the Company Location Database. The 
Company will provide access for authorized users to update Location Database data. 

5. Terms and Conditions 

a. These services are limited to the use of the central office, VoP,  or mobile telephone 
switching office telephone number, 9-1-1, as the universal emergency telephone number. 
The Company does not provide the telephone number or dial tone. These services will be 
provided by the telecommunications carrier. 

b. The 9-1-1 emergency telephone number is not intended as a replacement for the 
telephone service of the various public safety agencies which participate in the use of 
this number. The public safety agencies will subscribe to other telephone services as 
provided in other tariffdprice lists of other providers. 

c. E9-1-1 Service is furnished to the customer only for the purpose of receiving reports 
from the public of emergencies or similar events appropriate for action by a PSAP. 

d. E9-1-1 Service provides a one-way incoming service to the appropriate PSAP. 
Outgoing calls can only be made on a transfer basis or to reconnect a 
disconnected incoming 9-1-1 call. 
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SECTION 3. SERVICE OFFERINGS AND FEATURES, CONTINUED 

e. E9- 1 - 1 Service is provided solely for the benefit of the customer operating the PSAP, or 
for the carrier providing telecommunications or data communications service to 
individuals. The provision of the E9-1-1 Service by the Company shall not be 
interpreted, construed, or regarded, either expressly or implied, as being for the benefit of 
or creating any Company obligation toward any third person or legal entity other than the 
customer(s). The Company does undertake to provide E9- I-  1 services using facilities 
obtained by the PSAP to enable the PSAPs personnel to respond to emergency calls on 
the PSAPs premises. The PSAP is responsible for the provision and maintenance of 
cable and wire facilities on the PSAPs side of the Demarcation Point. 

f. Temporary suspension of service at reduced rate is not provided for any part of 
the E9- 1 - 1 Service. 

g. E9-1-1 information consisting of the names, addresses, and telephone numbers of 
telephone customers of carriers using Company service is confidential. This information 
will be provided via Location Database data on a call-by-call basis only for the purpose 
of responding to emergency calls. 

h. The E9-1-1 calling party forfeits the privacy afforded by non-listed and non-published 
service to the extent that the telephone number, address, and name associated with the 
originating station location are furnished to the PSAP. 

i. Default Routing will be provided in lieu of Selective Routing and ANUALI Display 
for E9- 1 - 1 systems served from central offices or mobile telephone switching offices 
not equipped to transmit ANI. 

j. The rates charged for E9-1-1 Service do not contemplate the inspection or 100 percent 
constant monitoring of facilities to discover errors, defects, and malfunctions in the service, 
nor does the Company undertake such responsibility. The customer shall make such 
operational tests as, in the judgment of the customer(s), are required to determine whether 
the system is functioning properly for its use. The customer(s) shall notify the Company 
promptly in the event the system is not functioning properly. 

1. It is the obligation of the E9-1-1 authority to make arrangements to handle all E9-1-1 
calls that originate from telephones served by central offices in the local service area, 
whether or not the calling telephone is situated on property within the geographical 
boundaries of the E9-1-1 authority’s public safety jurisdiction. 
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SECTION 3. SERVICE OFFERINGS AM) FEATURES, CONTINUED 

m. Applications for E9-1-1 Service must be executed in writing by each PSAP or 9-1 -1 
authority. If application for service is made by an agent, the Company must be provided in 
writing with satisfactory proof of appointment of the agent by the customer. 

n. The PSAP or 9-1-1 authority is required to furnish the Company its agreement to the 
following terms and conditions. The PSAP or 9-1-1 authority will subscribe to or 
provide telephone equipment with a capacity adequate to handle the number of 
incoming E9- 1 - 1 calls recommended by the Company. The PSAP or 9- 1 - 1 authority is 
to insure that PSAP premises equipment selected to operate E9-1-1 system features is 
compatible with the service furnished by the Company. The PSAP or 9-1-1 authority is 
responsible for the provision and maintenance of cable and wire facilities on the 9-1-1 
authority’s side of the Demarcation Point. 

0.  When the Selective Routing (or comparable) feature is provided, PSAP is responsible 
for identifying primary and secondary PSAP locations and the unique combinations of 
police, fire and ambulance or any other appropriate agencies responsible for providing 
emergency service. The PSAP is responsible for identifying the E9-1-1 serving area 
and for associating the Company-provided Emergency Service Numbers with the 
street address ranges or other criteria for selective routing of calls. Legacy ESNs may 
be used. ESNs will be carried in the Data Management System (DMS) or equivalent 
to permit routing of 9-1-1 calls to the primary and secondary PSAPs responsible for 
handling of calls from each telephone in the E9- 1 - 1 serving area. The following terms 
define the 9- 1- 1 authority‘s responsibility in providing this information. 

(1) Initial and subsequent ESN assignments by street name, address range and area 
or other mutually agreed upon routing criteria shall be furnished by the 9- 1-1 
authority to the Company prior to the effective date of service. If the PSAP has 
legacy ESNs assigned by previous E9-1-1 service providers, these ESNs may 
be retained if the PSAP prefers. 

(2) After  establishment of service, it is the PSAP’s responsibility to continue to 
verify the accuracy of routing information contained in the address file and to 
advise the Company of any changes in street names, establishment of new 
streets, changes in address numbers used on existing streets, closing and 
abandonment of streets, changes in police, fire, ambulance or other appropriate 
agencies, jurisdiction over any address, annexations and other changes in 
municipal and county boundaries, incorporation of new cities or any other 
matter that will affect the routing of E9-1-1 calls to the proper PSAP. 

(3) The Company will provide; with reasonable frequency to the 9- 1 - 1 authority, 
upon request a complete electronic copy of the address file previously supplied 
to the Company by the 9-1-1 authority to permit the 9-1-1 authority to verify 
accuracy of the police, fire, and ambulance PSAP routing designation. 
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SECTION 3. SERVICE OFFERINGS AND FEATURES, CONTINUED 

(4) Changes, deletions, and additions which the PSAP desires to have made in the 
address file should be submitted on an “as occurred” basis. 

(5) The Company will furnish an electronic copy to the 9-1-1 authority for 
verifications showing each change, deletion, and addition to the address file. 

B. Private Switch/Location Database Service 

1. Terms and Conditions 

a. Private Switch/ Automatic Location Identification 

(1) In a Private SwitchLocation Database service application, the Private Branch 
Exchange (PBX) owner/operator (or Centredsimilar service customer) must 
meet the following requirements: Application for Private Switchnocation 
Database Service must be executed in writing by each PBX customer. If 
application for service is made by an agent, the Company must be provided in 
writing with satisfactory proof of appointment of the agent by the customer. 

(2) The customer will coordinate with the E9-1-1 Public Jurisdiction to ensure that 
area boundaries are identified and that any required additions or modifications to 
the Master Location Validation System are provided to the Company. 

The customer will provide full local Automatic Number Identification (ANI) for 
every station within the PBX. The information must be approved by the 
Company prior to implementation to ensure that no conflict exists between the 
PBXs numbering plan and the numbering plans of other PBXs or 
telecommunications carriers. 

ANI multi-frequency signaling must conform to the specifications 
established by the Company. 

( 5 )  The customer must create, maintain and forward to the Company, current 
telephone number and address data in the format and time intervals negotiated 
between the Company and the customer. 

(6) The PBX must be connected to the E9- 1 - 1 Call Routing Device office via IP 
circuits. The PBX must route 9-1-1 calls to the IP 9-1-1 facilities without 
overflowing to any other access facility. The Company recommends the enterprise 
customer order or maintains diverse IP connectivity to provide redundancy to the 
system. 
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(7) The enterprise customer must develop and implement procedures to prevent the 
unauthorized or illegal use of Private SwitchLocation Database trunks. These 
dedicated trunks may not be used for any purpose other than 9-1-1. 

(8) The customer must use personal computer hardware and software (or PC 
equivalent hardware and software) for ongoing customer record update 
programs and processes that conform to specifications established by the 
Company. 

b. Diversification and Redundancy 

Customers can request diversification and redundancy of any or all IP facility routes. These 
IP facilities shall be provided by the appropriate ISP selected by the customer(s). 
Additional charges for such service utilizing the facilities, or the construction and 
provisioning thereof, will be the responsibility of the customer and will be assessed by the 
ISP. 

C. E9-1-1 Trunks 

1. E9- 1- 1 Trunks are high speed broadband IF’ or equivalent ‘data-only circuits which: 

a. Originate from the Company Call Routing Device and terminate at PSAP premises 
demarcation; or 

b. Originate from the local exchange carrier end office (LEC or CLEC) and terminate at the 
Company E9- 1- 1 Call Routing Device; or 

c. Originate from the mobile telephone switching office and terminate at the Company E9- I - 1 
Call Routing Device; or 

d. Originate from any VoIP Service Provider softswitch and terminate at the Company E9-1-1 
Call Routing Device; or 

e. Originate from any enterprise VoIP PBX softswitch and terminate at the Company E9-1-1 Call 
Routing Device; or 

f. Originate from any Emergency Services Gateway and terminate at the Company E9- 1 - 1 Call 
Routing Device 

2. The E9- 1- 1 Trunks are provided for the purpose of transporting only E9- 1 - 1 traffic 
information. 

3 .  E9-1-1 traffic from various enterprises, LECs, CLECs, mobile switching centers, 
and/or ESGWs may be combined on a single IP circuit. 
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D. E9-1-1 Call Routing Device 

The E9-1-1 Call Routing Device will be able to provide two services: 

I .  Aggregation 

The Call Routing Device can aggregate E9-1-1 calls originating from multiple sources in multiple 
9-1-1 jurisdictions into IP circuits that terminate at the appropriate PSAPs demarcation point. The 
PSAP does not need to designate or arrange for the connectivity between the local 
telecommunications carrier(s) to the Call Routing Device, or from the Call Routing Device to the 
customer premises demarcation point. The PSAP or 9-1-1 authority is obligated to acquire 
connectivity to the P network. 

2. Alternate Routing 

It is the customer’s responsibility to designate the alternate location if traffic is to be 
routed to a secondary PSAP. 

E. Automatic Number Identification (ANI) 

Automatic Number Identification (ANI) is the feature by which the telephone number or other related 
routing (pANI) number associated with an inbound 9 -1-1 caller is received by the Company and 
passed on to the proper PSAP. The ANI is also used to determine the proper PSAP to receive the 
inbound call. 

F. ALI Management Service 

1. MSAG Management 

The Company provides a data management and administration tool that automates the 
viewing and communication of updates, insertions, and deletions to the MSAG 
database. 

2, MSAG Build Services 

The Company acts as the facilitator with the addressing authority in the creation and 
maintenance of the MSAG utilizing recognized National Emergency Number 
Association (NENA) standards. 

3. Subscriber Record Management 

Subscriber Record Management is the collection of service order records from 
Telephone Service Providers (TSPs), validation of those records against the 
MSAG, and storage of the records for the generation of the ALI database. 
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4. ALI Database Updates 

After processing and validating subscriber record updates, the Company posts ALI 
records for call routing and for retrieval and display by the PSAP during 9-1-1 calls. 

5. AWALI Discrepancy Resolution 

An ANYALI discrepancy occurs when an ALI record delivered to a PSAP does not match the 
information of the caller. The Company will investigate ANYALI discrepancy reports and refer 
each discrepancy to the respective TSP for resolution. 
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ICB ICB 
ICB ICB 
ICB ICB 

E91 1 Trunks 

Automatic Number Identification (ANI) 

ALI Management Service 

ICB ICB 

ICB ICB 

ICB ICB 

A. Rates By Individual Contract Basis (ICB) 

In lieu of the rates otherwise set forth in this tariff, rates and charges, including minimum usage, 
installation, and recurring charges for the Company’s services may be established at negotiated rates on an 
individual contract basis (ICB), taking into account the nature of the facilities and services, the costs of 
construction and operation, the volume of traffic, the length of service commitment by the Customer, and 
use of facilities by other customers. Such arrangements shall be considered Special Pricing Arrangements, 
the terms of which will be set forth in individual Customer contracts. However, unless otherwise specified, 
the terms, conditions, obligation and regulation set forth in this tariff shall be incorporated into, and become 
a part of, said contract, and shall be binding on the Company and the Customer. Specialized rates or 
charges will be made available to similarly situated customers on a non-discriminatory basis. The 
Company reserves the right to protection from public disclosure of proprietary information contained in 
such contracts as allowed under law. 

I In addition to the charges specifically for the customer’s services, there may be additional surcharges as 
mandated by the Arizona Corporation Commission, other Arizona state authorities, and / or the Federal 
Communications Commission. The customer is hereby notified that these fees, as applicable, will be added 
to the customer’s bill and that the rates may change periodically. No prior notice of any change will be 
provided to the customer. The then-current surcharge rate will be applied to the customer’s bill even if this 
tariff has not been updated. 
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SECTION 4. RATES, CHARGES, AND CONDITIONS OF SERVICE, CONTINUED 

B. Application for Service 

1. Requests for this service: 

a. can only be initiated by a 9-1-1 customer, a PSAP, or authorized state agency; 

b. must be provided to the Company in writing; and 

c. must identify service locations and arrangements. 

2. Customer Obligations 

a. Customer will comply with all applicable provisions of this tariff and/or an ICB. 

b. The telecommunications service provider will create, maintain, and forward to the Company 
current telephone number(s) and address data according to the format and procedures specified by 
the Company. 

c. The PSAP must develop and implement procedures to prevent the unauthorized or illegal use of 
Company Next Gen 9-1-1 services.. These dedicated facilities may not be used for any purpose 
other than for 9-1-1 service. 

d. The PSAP must use computer hardware and software for ongoing Private Switch End User 
(PSEU) record update programs and processes that conform to the specifications outlined by the 
Company. 

e. PS/ALI Service information consisting of the name, address, and telephone number of PSEUs is 
confidential. The 9-1-1 customer agrees to use such information only for the purpose of 
responding to emergency calls. 

f. The PSEU forfeits the privacy afforded by non-listed and non-published service to the extent that 
the telephone number, the address, and name associated with the originating station location are 
furnished to the PSAP and to the Company. The PSEU (published and non-published) consents to 
the storage and retention of PSEU name, telephone number, and address in the data base and also 
consents to access to this information by the PSAP for the sole purpose of responding to an 
emergency call. 

g. Cancellation of the service in whole or in part by the 9-1-1 customer prior to establishment 
thereof, will require payment to the Company of an amount equal to the cost of engineering, 
manufacturers’ billings resulting from equipment orders, installation, assembly, labor, cost of 
removal and any other costs incurred by the Company up to the time of cancellation resulting 
from the 9- 1 - 1 customer’s order for service. This requirement may be superseded by an explicit 
Cancellation Clause in the ICB contract with the customer. 
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h. Temporary suspension of service at the request of the customer, either partial or complete, is not 
applicable. 

C .  Contracts 

Due to the special and limited nature of the services offered by the Company, all services not defined in 
this tariff and/or as required by the customer will be provided for in an ICB between the Company and the 
customer. 

D. Special Information Required on Forms 

Due to the special and limited nature of the services offered by the Company, and the requirement that the 
customer be a carrier or a governmental agency, any special information required of the customer will be 
provided for in an ICB between the Company and the customer. 

E. Establishment and Reestablishment of Credit 

Due to the special and limited nature of the services offered by the Company, and the requirement that the 
customer be a carrier or a governmental agency, all credit requirements of the customer will be provided 
for in an ICB between the Company and the customer. 

F. Deposits 

Due to the special and limited nature of the services offered by the Company, and the requirement that the 
customer be a carrier or a governmental agency, all deposit requirements of the customer will be provided 
for in an ICB between the Company and the customer. 

G. Notices in ICB 

Due to the special and limited nature of the services offered by the Company, and the requirement that the 
customer be a carrier or a governmental agency, all notice requirements between the customer and the 
Company may also be provided for in an ICB between the Company and the customer. 

H. Issuance and Payment of Bills 

Due to the special and limited nature of the services offered by the Company, and the requirement that the 
customer be a carrier or a governmental agency, all billing procedures between the customer and the 
Company will be provided for in an ICB between the Company and the customer. 

I. Discontinuance and Restoration of Service 

Due to the special and limited nature of the services offered by the Company, and the requirement that the 
customer be a carrier or a governmental agency, all terms and conditions for the discontinuance and/or 
restoration of service will be provided for in an ICB between the Company and the customer. 
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SECTION 4. RATES, CHARGES, AND CONDITIONS OF SERVICE, CONTINUED 

J. Information on Services and Promotional Offerings 

Due to the special and limited nature of the services offered by the Company, the requirement that the 
customer be a carrier or a governmental agency, the Company does not anticipate that it will offer any 
promotional offerings. 

K. Temporary Service 

Due to the special and limited nature of the services offered by the Company, and the requirement that the 
customer be a carrier or a governmental agency, all temporary service needs between the customer and the 
Company will be provided for in an ICB between the Company and the customer. 

L. Continuity of Service 

Due to the special and limited nature of the services offered by the Company, and the requirement that the 
customer be a carrier or a governmental agency, all determinations of interruptions of service, notice to the 
customer, and apportionment of available services between the customer and the Company will be provided 
for in an ICB between the Company and the customer. 

M. Extension of Lines and Mains 

Not applicable to the Company. 

N. Facilities on Customers’ Premises and Service Connections 

Due to the special and limited nature of the services offered by the Company, and the requirement that the 
customer be a carrier or a governmental agency, all procedures regarding the installation of the services, 
and the respective rights of the Company and the customer regarding access to the customer’s premises will 
be provided for in an ICB between the Company and the customer. 
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I SECTION 5. SERVICE AREAS 
~@ 

A. Service Areas 

The Company proposes to serve the entire state of Arizona. 
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Cautionary Note Concerning Factors That May Affect Future Results 

This document contains forward-looking statements within the meaning of Section 27A of the Securities Act 
of 1933, as amended (the “Securities Act“), and Section 21 E of the Securities Exchange Act of 1934, as 
amended (the “Exchange Act”). Forward-looking statements are statements other than historical information or 
statements of current condition. We generally identify forward-looking statements by the use of terms such as 
“believe”, “intend”, “expect”, “may”, “should”, “plan”, “project”, “contemplate”, “anticipate“, or other similar 
statements. Examples of forward looking statements in this Annual Report on Form 10-K include, but are not 
limited to statements that 

(i) we are well positioned to address the evolving integration needs of our clients through our expertise in 
messaging and location determination; 

(ii) we are developing relationships with communication infrastructure providers and we intend to expand 
our domestic and international carrier base; 

(iii) we plan to continue to develop and sell software and engineered systems which we will deliver through 
deployment in customer networks or through hosted and subscription business models and we believe that our 
software is positioned for early adoption by carriers; 

(iv) wireless growth is expected to continue to increase in all regions around the world for the foreseeable 
future; 

(v) both the number of users and messages per individual are projected to increase significantly; 

(vi) we will continue to develop network software for wireless carriers that operate on all major types of 
networks; 

(vii) we will continue to leverage our knowledge of complex call control technology to unlock valuable 
information and expand the range of capabilities that the technology can accomplish for our customers; 

(viii) we will continue to invest in our underlying technology and to capitalize on our expertise to meet the 
growing demand for sophisticated wireless applications; 

(ix) we intend to continue to selectively consider acquisitions of companies and technologies in order to 
increase the scale and scope of our operations, market presence, products, services and customer base; 

(x) the Broadband Global Area Network upgrade of the lnmarsat satellite constellation expands our 
opportunity for SwiftLink sales volume; 

(xi) we believe our expertise in the area of wireless E9-1-1, location and messaging services, and secure 
satellite communications can be leveraged into providing products and services to the Federal agencies; 

(xii) we are continuing to enhance our deployable communication systems product line to take advantage of 
the evolving environment of satellite communications; 

(xiii) we believe that our company enjoys a competitive advantage because of its secure teleport and 
integration capabilities along with deployable systems as a bundled offering; 

(xiv) federal agencies, as well as state and local governments, are increasingly contracting with specialist 
teams for functions such as network management, and for long-term projects such as software development 
and systems integration; 

(xv) we expect to continue generate significant portions of our total revenue from our largest customers; 

(xvi) we expect to realize $116.0 million of backlog within the next twelve months; 

(xvii) the bases on which we expect to continue to compete; 

(xviii) we expect to require increasing levels of support from subcontractors and vendors and expand our 
work under contract vehicles; 
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(xix) we believe we have sufficient capital resources to meet our anticipated cash operating expenses, 

(xx) that we believe our capitalized research and development expense will be recoverable from future 

(xxi) we believe our intellectual property assets are valuable and that we may realize revenue from patent 

(xxii) we believe we should not incur an material liabilities from customer indemnification requests; 

(xxiii) the WWSS procurement vehicle is expected to contribute to significant sales growth and that we 

(xxiv) expectations about the amount of future non-cash stock compensation; 

(xxv) our assumptions and expectations related to income taxes and deferred tax assets; 

(xxvi) we do not expect that the adoption of new accounting standards to have a material impact on the 

(xxvii) statements about financial covenants related to our loan agreements. 

Other such statements include without limitation risks and uncertainties relating to our financial results and 

working capital and capital expenditure and debt services needs for the next twelve months; 

gross profits generated by the related products; 

infringement claims; 

expect to fulfill the potential values under W S S  orders; 

company’s financial statements, and 

our ability to (i) continue to rely on our customers and other third parties to provide additional products and 
services that create a demand for our products and services, (ii) conduct our business in foreign countries, 
(iii) adapt and integrate new technologies into our products, (iv) develop software without any errors or defects, 
(v) protect our intellectual property rights, (vi) implement our business strategy, (vii) realize backlog, 
( v i )  compete with small business competitors, (ix) effectively manage our counter party risks, and (x) achieve 
continued revenue growth in the foreseeable future in certain of our business lines. This list should not be 
considered exhaustive. 

These forward-looking statements relate to our plans, objectives and expectations for future operations. We 
base these statements on our beliefs as well as assumptions made using information currently available to us. 
In light of the risks and uncertainties inherent in all projected operational matters, the inclusion of 
forward-looking statements in this document should not be regarded as a representation by us or any other 
person that our objectives or plans will be achieved or that any of our operating expectations will be realized. 
Revenues, results of operations, and other matters are difficult to forecast and could differ materially from 
those projected in the forward-looking statements contained in this Annual Report on Form IO-K as a result of 
factors discussed in “Management’s Discussion and Analysis of Financial Conditions and Results of 
Operations”, the matters discussed in “Risk Factors Affecting Our Business and Future Results”, which are 
included in Item IA, and those factors discussed elsewhere in this Annual Report on Form 10-K including, 
changes in economic conditions, technology and the market in general, and our ability to adapt our products 
and services to these changes. We undertake no obligation to release publicly the results of any future 
revisions we make to forward-looking statements to reflect events or circumstances after the date hereof or to 
reflect the occurrence of unanticipated events. We caution you not to put undue reliance on these 
forward-looking statements. 

Item 1.Bosiness 

Overview 

TeleCommunication Systems, Inc. develops and applies highly reliable wireless data communications 
technology, with emphasis on text messaging, location-based services including enhanced 9-1-1 (E9-1-1) for 
wireless carriers and Voice over Internet Protocol (VolP) service providers, and secure satellite-based 
communication solutions for government customers. 

21401. Our Web address is www.telecomsys.com. The information contained on our Web site does not 
constitute part of this Annual Report on Form 10-K. All of our filings with the Securities and Exchange 
Commission are available through a link on our website. The terms “TCS”, “we“, “us” and “our” as used in this 

We are a Maryland corporation founded in 1987 with headquarters at 275 West Street, Annapolis, Maryland 
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Annual Report on Form 10-K refer to TeleCommunication Systems, Inc. and its subsidiaries as a combined 
entity, except where it is made clear that such terms mean only TeleCommunication Systems, Inc. 

Our business is conducted through two operating segments, Commercial (46% of 2008 revenue) and 
Government (54% of 2008 revenue). See discussion of segment reporting in Note 20 to the audited 
Consolidated Financial Statements presented elsewhere in this Annual Report on Form IO-K for additional 
segment information. 

text messages, location information, internet content, and other enhanced communication services to and from 
wireless phones. We provide E9-1-1 services, commercial location-based services, and inter-carrier text 
message distribution services on a hosted, or service bureau basis, that is, customers use our software 
functionality through connections to and from our network operations centers, paying us monthly fees based 
on the number of subscribers, cell sites, call center circuits, or message volume. We provide hosted services 
under contracts with wireless carrier networks, as well as VolP service providers. We earn subscriber revenue 
through wireless applications including our navigation and traffic application which are available via many 
wireless carriers. We earn carrier software-based revenue through the sale of licenses, deployment and 
customization fees and maintenance fees, Pricing is generally based on the volume of capacity purchased 
from us by the carrier. As of December 31, 2008, we had deployed 108 of our software systems in wireless 
carrier networks around the world, including those of Verizon Wireless, Telefonica and its affiliate Vivo, and 
Hutchison Whampoa’s “3” brand third generation networks. 

Commercia/ Segment: Our carrier services and systems products enable wireless carriers to deliver short 

Government Segmenf: Since our founding in 1987 we have provided communication systems integration, 
information technology services, and software solutions to the U.S. Department of Defense and other 
government customers. We also own and operate secure satellite teleport facilities, and resell access to 
satellite airtime (known as space segment.) We design, furnish, install and operate wireless and data network 
communication systems, including our SwiftLinkQ deployable communication systems which incorporate high 
speed, satellite, and internet protocol technology. More than 1,500 of our SwiftLinkQ deployable 
communication systems are in use for security, defense, and law enforcement around the world. In 2006, we 
were named one of six prime contractors on the US Army’s Worldwide Satellite Systems ( “ W S S ” )  contract 
vehicle, with a ceiling value of up to $5 billion in procurements through 2011. 

We currently have more than 65 patents, primarily for wireless messaging and location technology, and 
more than 210 patent applications pending. During 2008, we sold one of our patents to TIP Communication 
LLC netting $8.1 million, as part of settling a patent infringement suit again Research in Motion Limited. We 
employ approximately 600 people. 

SwiftLinkQ, XypointB, and Enabling Convergent Technologies@, are trademarks or service marks of 
TeleCommunication Systems, Inc. or our subsidiaries. This Annual Report on Form 10-K also contains 
trademarks, trade names and services marks of other companies that are the property of their respective 
owners. 

1. Commercial Segment: 

We provide software, related systems, hosted services, maintenance and related services to wireless 
carriers, Voice Over IP service providers, and users of electronic map and related location-based technology, 
based on our portfolio of patented intellectual property. 

A. Commercial Product and Service Offerings 

1. Commercial services. We own and lease network operation centers that host software for which 
customers make recurring monthly usage payments. Our hosted offerings include wireless and Voice over IP 
E9-1-1, and commercial location-based applications. Through wireless carriers, we sell subscriptions to 
services using our client software applications such as navigation, traffic, and points of interest, sometimes in 
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collaboration with owners of brand names such as Rand McNallym. Our primary commercial product offerings 
include: 

a. Hosfed Location-Based Services, including E9-1-1. Our E9-1-1 service bureau works with wireless 
carriers and local emergency services in compliance with the Federal Communication Commission 
requirements. When a wireless subscriber covered by this service makes a 9-1-1 call from his or her 
wireless phone, the software (1) identities the call as an emergency call, (2) accesses the handset's 
location information from the wireless network, (3) routes the call to the appropriate public safety 
jurisdiction, (4) translates the information into a dispatcher-friendly format, and (5) transmits the data to the 
local emergency service call center. Our E9-1-1 service operates on a platform at our network operations 
center in Seattle, Washington with data center redundancy in Phoenix, Arizona. As of December 31, 2008, 
we are under contract to provide E9-1-1 services to more than 40 customers including wireless carriers 
Verizon and AT&T Wireless, and Voice over IP service providers including Vonage and Level 3. 

b. Customer subscriptions to application-based services such as Navigation, Traffic and 
Points-of-Interest. TCS' strategy is to provide wireless subscriber applications that use location-based 
technology, which subscribers may select and pay recurring monthly fees. TCS has launched its real-time 
traffic application downloadable mobile applications that deliver easy access to maps, directions and 
directory listings for the entire United States, and its navigation applications on multiple networks. 
Variations of all applications are sold under the Rand McNallyB brand as well as carrier or other brands. 

c. Software and system maintenance. For our installed base of systems in use by customers (see 
system descriptions below), we provide ongoing operational support, including administration of system 
components, system optimization and configuration management. Maintenance services include tracking 
customer support issues, trouble shooting, and developing and installing maintenance releases. We 
typically provide maintenance services for an annual fee paid in advance, which is priced based on the 
cumulative license fees we have billed for the systems being supported. 

d. Professional services involving electronic map technology. We provide custom software 
development and professional services to customers engaged in telematics (the use of Global Positioning 
System technology integrated with computers and mobile communications technology in automotive 
navigation systems). Customers include DENS0 Corporation of Japan, and services include 
points-of-interest applications, and compilation and maintenance of geographic information databases used 
in vehicle navigation systems for products including Toyota, Lexus, Land Rover and Hyundai brands. 

2. Commercial Licensed Software-based Systems: We design and develop software products for 
wireless carrier and enterprise networks that enable the delivery of secure and personalized content, services, 
and transactions to wireless devices. We design our software using industry standards for easy 
implementation, customization, and interoperability with other network components. Most of our commercial 
software is designed and delivered together with third-party software and related hardware, which is integrated 
into new and existing networks by our engineers. Our primary commercial software-based system offerings 
include: 

a. Xypoinfs Location Platform (XLP) andApp1ication.s for Location-based Services: Our Xypointa 
Location Platform system interacts with wireless network to extract location information (the "XN" 
coordinates) of a user's device. In order to determine a user's location with sufficient precision for 
U.S. public safety compliance and for commercial location-based applications, our technology interacts with 
networks that have incorporated Assisted GPS systems that use Global Positioning System (GPS) chips in 
user handsets; it can also work with network triangulation software which some carriers have added to cell 
towers and switches in the network. We have been a leader in developing the location platform standard 
called Secure User Plane for Location (SUPL) and have incorporated the technology in our product. Our 
platform also provides privacy controls so that the wireless device user controls access to the user's 
location information. The "W information extracted from networks by our XLP is used by application 
software including E9-1-1, driving navigation directions, identification of points of interest locations near the 
end user (such as gas stations, restaurants, or hotels), and locating other network subscribers near the 
user's current position. 
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b. Short Message Service Center and Wireless Intelligent Gateway. Our Short Message Service 
Center software enables users to send and receive text or data messages to and from wireless devices. 
The Wireless Intelligent Gateway is a portal for two-way data communication between users of wireless 
networks and the Internet. The Gateway allows users to customize the services they receive on wireless 
devices by setting up a user profile through a single Internet-based procedure. Wireless carriers can access 
these user profiles and usage data to gain a better understanding of customer behavior. The Wireless 
Intelligent Gateway allows additional wireless applications to be added as desired, as well as 
personalization, instant messaging and spam-blocking capabilities that can be independently customized 
by the end-user. It can interoperate with our location-based service platform and applications. 

B. Commercial Market Opportunities and Strategy 

We plan to continue to develop and sell software and engineered systems which we will deliver through 
deployment in customer networks or through hosted and subscription business models. Our development 
investment is focused on the delivery of Internet content, proprietary third-party content, short messages, 
location information, corporate network data and other enhanced data-communication services to and from 
wireless devices. The following trends are driving demand for our products and services: 

Growth in Wireless and Voice over Internet Protocol (VolP) Subscribers. The use of wireless 
communications has increased significantly in recent years, driven by expanded wireless network 
coverage, upgraded high-speed digital wireless networks, more affordable wireless communications service 
plans, and higher quality and less expensive wireless devices. VolP service offers cost advantages over 
traditional wireline service. Wireless growth is expected to continue to increase in all regions around the 
world for the foreseeable future. Driving this growth is the replacement of landline connections with wireless 
connections. Some households are now using cellular phones exclusively. This is especially true for young 
adults, but also true in developing countries where wireless may often be the only means of 
communications. 

VolP service providers in the U.S. The ability to call for help or communicate with family members in need 
is the reason many people cite for having a wireless phone. A key to enhancing personal safety through a 
cell phone is the availability of E9-1-1 wireless capabilities. In 1996, the Federal Communications 
Commission (FCC) mandated the adoption of E9-1-1 technology by wireless carriers. In June 2005, the 
FCC ordered providers of interconnected VolP service to provide E9-1-1 services to all of their customers 
as a standard feature of the service, rather than as an optional enhancement. The FCC requires wireless 
carriers to issue quarterly reports as to their progress and compliance with FCC-mandated deployment 
schedules. 

Cellular Network Improvements to Third Generation Capabilities. Mobile operators are deploying 
high-speed data networks based on third generation technologies that, in many cases, equal or surpass 
data rates that are typically available for residential wireline users. The deployments of these high-speed 
wireless data networks have made it possible for individuals and enterprises to “wireless-enable’’ many 
services that previously required a wireline connection, such as connecting to the Internet and accessing 
corporate data outside the office. Our location-based technology and applications incorporating map 
graphics take advantage of these network enhancements. 

Improving Wireless Device Functionality. Manufacturers continue to increase the functionality of 
mobile devices including phones and personal digital assistants through higher resolution, color screens, 
and increased computing capability for sophisticated applications. These devices enable the user to take 
advantage of the high-speed data networks for Internet and data usage. Broad adoption of location-based 
services (LBS) has required, among other things, handsets incorporating components for interoperation 
with Global Positioning System satellites and with LBS network components that we have developed and 
provide. A growing number of handheld wireless device models contain Global Positioning System (GPS) 
chipsets which interoperate with our network platforms and applications. 

Growing Use of Commercial Location-Based Wireless Services (LBS). A driver of wireless 
communication subscriber revenue growth is the delivery of timely, highly specialized, interactive and 
location-specific information. Technology incorporated in a growing number of networks and handsets now 
enables 

The FCC’s €9-7-7 Mandates. We are one of the two leading providers of E9-1-1 service to wireless and 
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determination of the handset's location with sufficient precision to allow useful applications beyond public 
safety's E9-1-1. Wireless users benefit from the ability to receive highly customized location-specific 
information in response to their queries or via targeted opt-in content delivered to the wireless device. 
Enterprises benefit from wireless location technology by utilizing routing and tracking applications for their 
mobile field forces. Our software provides wireless location solutions to mobile operators today through our 
Xypoint@ Location Platform (XLP.) This technology is being used, via interconnection with XLP systems 
hosted in our network operations, by MetroPCS and Ntelos in the U.S., Bell Mobility in the U.S. and 
Canada, Centennial Puerto Rico in Puerto Rico, and lusacell in Mexico. Our XLP in-network system 
customers include Alltel (now part of Verizon Wireless), Hutchison Whampoa's "3'ITM networks, and 
Telefonica's Vivo network in Brazil. We are deploying hosting infrastructure in Mumbai, India to serve Tata 
Teleservices and other carriers in India with location data and downloadable navigation application 
software. 

services (SMS) users and messages per individual are projected to continue to increase significantly. 
Mobile operators in the United States are experiencing rapid SMS traffic growth, according to statistics from 
mobile operators. The Internet and internal corporate data networks, or intranets, have emerged as global 
communications channels that allow users to share information and conduct business transactions 
electronically. We provide solutions for mobile operators to receive and route e-mail and SMS messages 
through our Short Message Service Center and Wireless Intelligent Gateway systems. 

The key elements of our commercial strategy are to: 

Focus our Software and Integration Resources on Evolving Carrier Network Capabilities. Mobile 
operators and the federal government increasingly seek integrated solutions that can harness both 
messaging capabilities of networks and location information of end-users. We are well positioned to 
address the evolving integration needs of our commercial and government clients through our 
demonstrated expertise in both messaging and location determination. Mobile operators have made large 
capital expenditure investments in infrastructure for wireless data and location determination 
technologies. While originally envisioned as separate technologies, messaging and location 
determination technologies can be integrated to provide value-added services and applications for the 
operators' end-users. 

Expand Our Sales and Marketing Relationships. We are developing relationships with communication 
infrastructure providers in order to expand our sales channels for our carrier software products and 
services. We have historically leveraged our strategic relationships with original equipment 
manufacturers to market our Commercial Segment products to wireless carriers worldwide. We have long 
standing relationships with Qualcomm Incorporated and its subsidiary SnapTrack Inc., including ihe 
BREW Locate Signature Solution, We are adding partnerships for our location technologies, including a 
marketing alliance in China established in January 2009. 

Grow Our Wireless Carrier and Voice Over IP Customer Base. We now serve or are under contract 
with more than 40 wireless carrier networks and VolP service providers in 16 countries. We intend to 
expand our domestic and international carrier base by capitalizing on our relationships with original 
equipment manufacturers and establish new distribution partnerships and by expanding our own sales 
and marketing initiatives. We will continue to develop network software for wireless carriers that operate 
on all major types of networks. 

Leverage Our Expertise in Accessing Information Stored Inside Wireless Networks. We will 
continue to leverage our knowledge of complex call control technology, including Signaling System 7 and 
Internet Protocol standards, to unlock valuable information such as user location, device on/off status, 
and billing and transaction records that reside inside wireless networks and are difficult to retrieve and 
utilize. Using this information, we intend to expand the range of capabilities that wireless data technology 
can accomplish for our customers. 

- Develop and Enhance Our Technology. We will continue to invest in our underlying technology and to 
capitalize on our expertise to meet the growing demand for sophisticated wireless applications. As of 
January 1, 2009, our staff included approximately 300 personnel with technical expertise in wireless 
network, client software development, hosted wireless operations, satellite-based communication 

Growing Use of Short Messaging and Internet Applications. The number of short messaging 
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technology and integrated network solutions. We also have research and development relationships with 
wireless handset manufacturers, wireless carriers, and content and electronic commerce providers. Our 
Xypoints platform architecture efficiently integrates our presence, location, call control and messaging 
technology, resulting in reduced costs, increased reliability, more efficient deployments, compatibility with 
our existing products and a migration path to third-generation services. 

Pursue Select Acquisitions. We intend to continue to selectively consider acquisitions of companies 
and technologies in order to increase the scale and scope of our operations, market presence, products, 
services and customer base. 

II. Government Segment: 

We provide secure, deployable communication systems, and engineering and technical services, with 
emphasis on satellite-based communication technology, to agencies of the U.S. Departments of Defense 
(DoD), State, Justice, Homeland Security, as well as the City of Baltimore and other government customers. 

A. Government Products and Services 

1. Government Services. We enter into fee-for-service contracts under which revenue is generated based 
on contract labor billing rates or based on fixed fees for deliverables. These services, typically under multi-year 
contracts or contract vehicles, include: 

a. Network Operation and Telecom Expense Management Support We design, install, and operate 
data networks that integrate computing and communications, including systems that provide 
communications via both satellite and terrestrial links. We can provide complete network installation 
services from cabling infrastructure to complex communications system components. We also provide 
ongoing network operation and management support services including telecom expense management 
under multi-year contracts with government customers. 

b. Secure Satellite Teleport Data Landing and Transmission Services. We own and operate a 
high-speed satellite communications teleports in Manassas, Virginia that are connected to the public 
switched telephone network. These facilities provide transport services for Internet Protocol (IP)-based 
media content consisting of Voice over IP (VolP), Internet, video, and messaging data using Very Small 
Aperture Terminal (VSAT) satellite technology as part of our communication solutions for our customers. 
We purchase space segment and resell it to customers using our fac 

products and customized deployable communication systems. 

2. Government Systems. We have designed and developed our SwiftLinkQ product line a series of 
ruggedized, wireless and satellite-based secure communication systems, which can be rapidly deployed in 
remote areas where other means of reliable communications may not be available. SwiftLinkB products 
provide secure voice, video and data communications for multiple personnel. All of our SwiftLinkQ systems can 
be deployed by a single person in less than ten minutes, creating critical communication channels from any 
location around the world. Uses include critical communications for DoD warfighters and command 
headquarters, emergency response, news reporting, public safety, drilling and mining operations, field surveys 
and other activities that require remote capabilities for video and data transmission. Integration work which 
typically accompanies customer purchases of our secure deployable systems is reported together with the 
system sales revenue. The Broadband Global Area Network upgrade of the lnmarsat satellite constellation, 
which enables lower cost internet protocol traffic with broader band capability, expands our opportunity for 
SwiftLinkQ sales. More importantly, our deployable VSAT multi-band terminals provide access to a wide array 
of commercial and military satellites that make broadband capabilities available on a global basis. In addition, 
our deployable broadband wireless systems provide additional extensions of secure wireless communications 
services for up to 30 miles from a Switlinks point of presence. 

c. Maintenance Services. We offer basic and extended maintenance services related to our SwiftLinks 
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B. Government Market Opportunities and Strategy 

We plan to continue to provide communication systems integration, information technology services, 
software solutions to the U.S. Department of Defense, and other government customers, in addition to 
operating secure satellite teleport facilities and reselling access to satellite airtime. Our development and 
business growth is focused on continuity of operations, field service operations and increased satellite 
managed bandwidth services. The following trends are driving demand for our products and services: 

military imperative of enabling secure, broadband access to data for missions in disparate, remote locations, 
the US Army awarded the WWSS 5-year procurement contract vehicle to six prime contractors, including 
TeleCommunication Systems, Inc. in the third quarter of 2006, with a ceiling value of up to $5 billion in 
procurements through 2011. This procurement encompasses systems like our SwiftLinkQ family of 
deliverables, and during 2008 we generated significant revenue under WWSS, including fulfillment of orders 
for equipment under three WWSS programs: Mi iT (Military Transition Team); WPPL (Wireless Point-to-point 
Link, and SNAP (Secure and Non-secure IP Network Access Point) systems. We are continuing to enhance 
our deployable communication systems product line to take advantage of the evolving environment, including 
the benefits of Very Small Aperture Terminal (VSAT) satellite communications architectures deployable in 
multiple aperture sizes from 0.45 meter man pack terminals to 2.4 meters where desirable and the use of 
lnmarsat Broadband Global Area Network enhancements to our satellite services. 

Intelligence and Homeland Security. Wireless communications and location technology are key initiatives 
within the federal government for both security and supply-chain management. Wireless communications in 
emergencies are of paramount importance, as emergency personnel need to be able to communicate and 
share information across agencies and departments where wireline systems may be unavailable. We believe 
that our expertise in the areas of wireless E9-1-1, location and messaging services, and secure satellite 
communications can be leveraged to provide the needed wireless infrastructure for the U.S. Departments of 
Homeland Security and Defense and we are currently pursuing opportunities to provide such products and 
services. Our SwiftLinkQ deployable communication systems are also increasingly used by military and other 
government agencies around the globe for communications in times of emergencies. SwiftLinkQ is designed to 
provide secure voice and data communications through encrypted satellite links. 

Government Outsourcing of Network and Telecom Technical Functions. Federal agencies, as well as 
state and local governments, are increasingly contracting with specialist teams for functions such as network 
management, and for long-term projects such as software development and systems integration. Since the 
founding of our Company, we have built relationships with federal agencies, as well as the State of Maryland 
and the City of Baltimore. Since early 2004, we have made it a management priority to aggressively expand 
our base of long-term service contract engagements. We have added experienced sales personnel and 
enhanced our relationships with systems integrators and specialist vendors to expand our penetration of the 
government service market. 

Secure Teleport and Integration Capabilities along with Deployable Systems as a Bundled 
Offering. Government customers can benefit from single-sourcing secure communications solutions which 
include a secure U.S. landing site for backhaul traffic as well as network engineering expertise and secure 
remote terminals. We believe that TCS enjoys a competitive advantage, because it can offer all of these 
elements from a single vendor. 

increasingly are using commercial carrier networks. Procurement officers have expressed a preference for 
solutions that incorporate proven commercial technology, rather than reliance on government research and 
development funding. Our portfolio of software, patented intellectual property, and teams of wireless and 
encryption specialists positions us to tap into this opportunity. 

Expanded Need for Secure, Interoperable Deployable Communication Solutions. In recognition of the 

Growing Use of Secure Wireless Communications and Location Technology for Defense, 

Application of Commercially Proven Technology to Government Solutions. Government customers 
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Customers 

Commercial Segment. Our commercial customers include wireless telecommunications carriers in the 
United States and foreign countries, either directly or through our channel partners. We provide licensed 
software-based systems, and hosted service bureau offerings to carriers around the world. Our wireless carrier 
customers include Verizon Wireless (22% of total 2008 revenue from continuing operations), AT&T Wireless, 
T-Mobile and the Hutchison Whampoa third generation "3" brand networks. Customers for our Voice Over IP 
E9-1-1 services include Vonage and Level 3. We provide electronic map technology solutions to telematics 
vendors including DENS0 Corporation. Our sales efforts target wireless and Voice over IP service providers 
around the world. 

U.S. Departments of Defense, Justice, Homeland Security, and State, the General Services Administration, the 
City of Baltimore, and Northrop Grumman. In the aggregate, U.S. federal government entities accounted for 
42% of total 2008 revenue from continuing operations. 

Government Segment. Our major Government Segment customers include major elements of the 

Backloq 

As of December 31, 2008 and 2007, we had unfilled orders, or funded contract and total backlog, as 
follows: 

December 31, 2008 vs. 2007 
($ in millions) 2008 2007 $ % - - -  
Commercial Segment 
Government Segment 

Total funded contract back1 

Commercial Segment $ 91.0 $ 103.4 $ (12.4) (12%) 
175 

Total backlog of orders and commitments, including 
$ 445.0 $ 232.2 $ 212.8 92% -- customer options 

Expected to b d with 31.4 37 -- 
Funded contract backlog represents contracts for which fiscal year funding has been appropriated by our 

customers (mainly federal agencies), and for our hosted services is computed by multiplying the most recent 
month's recurring revenue times the remaining months under existing long-term agreements, which we believe 
is the best available information for anticipating revenue under those agreements. Total backlog, as is typically 
measured by government contractors, includes orders covering optional periods of service andlor deliverables, 
but for which budgetary funding may not yet have been approved. Company backlog at any given time may be 
affected by a number of factors, including the availability of funding, contracts being renewed or new contracts 
being signed before existing contracts are completed. Some of our backlog could be canceled for causes such 
as late delivery, poor performance and other factors. Accordingly, a comparison of backlog from period to 
period is not necessarily meaningful and may not be indicative of eventual actual revenue. 

Sales and Marketinq 

We sell our products and services through our direct sales force and through indirect channels. Our direct 
sales force consists of approximately 20 professionals in the U.S. and Europe. We have also historically 
leveraged our relationships with original equipment manufacturers (OEMs) to market our commercial systems 
to wireless carrier customers. These indirect sales relationships include Alcatel Lucent, and Qualcomm. We 
are also adding partnerships for our location technologies, including a marketing alliance in China established 
in January 2009. During the indirect sales process, as well as during installation and maintenance, we have 
extensive direct contact with prospective carrier customers. 

services are available to government customers via the General Services Administration's Information 
Technology 

We are pre-qualified as an approved vendor for some government contracts, and some of our products and 
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Schedule 70, and the Worldwide Satellite Services ( W S S )  and the Space and Naval Warfare Foreign Military 
Sales (SPAWAR FMS) contract vehicles. We collaborate in sales efforts under various arrangements with 
integrators. Our marketing efforts also include advertising, public relations, speaking engagements and 
attending and sponsoring industry conferences. 

Comw etifion 

The markets for our products and services are competitive. The adoption of industry standards may make it 
easier for new market entrants to compete with us. We expect that we will continue to compete primarily on the 
basis of the functionality, breadth, time to market, ease of integration, price, and quality of our products and 
services, as well as our market experience and reputation. The market and competitive conditions are 
continually developing. Our software products compete with many similar products provided by other 
companies. It is difficult to present a meaningful comparison between our competitors and us because there is 
a large variation in revenue generated by different customers, different products and services, as well as the 
different combinations of products and services offered by our competitors. We cannot, therefore, quantify our 
relative competitive position. 

Our current and potential competitors include: 

Commercial Segment. lntrado Inc. division of West Corporation; Motorola Inc.; Siemens AG; Ericsson 

Government Segment. Computer Sciences Corporation; ViaSat Inc.; General Dynamics corp.; DataPath 

Many of our existing and potential competitors have substantially greater financial, technical, marketing and 
distribution resources than we do. Many of these companies have greater name recognition and more 
established relationships with their target customers. Furthermore, these competitors may be able to adopt 
more aggressive pricing policies and offer customers more attractive terms than we can. With time and capital, 
it would be possible for our competitors to replicate our products and services. 

We partner with vendors of precise location technology. Certain of our partners may attempt to compete 
with our operating platform by developing their own transmission platform or by purchasing another mobile 
location platform. The markets for commercial location and other mobile wireless applications for carriers and 
enterprises are relatively new and continually developing. The convergence of wireless technologies and the 
Internet is creating many initiatives to bring data and transaction capabilities to wireless devices. There is a 
wide array of potential competitors in this market, including providers of competing location management 
platforms, competing e-mail products, competing enterprise mobility platforms and other competing 
applications for wireless devices. 

LM Telephone Co.; Openwave Systems Inc.; Acision; Comverse Technology Inc. 

Inc.; CACl International Inc.; Globecomm Systems, Inc.; Comtech Telecommunications, Corp. 

Research and DeveloRment 

respond to emerging technological trends in our target markets, to develop and maintain competitive products, 
to enhance our existing products by adding features and functionality that differentiate the products from those 
of our competitors, and to bring products to market on a timely basis and at competitive prices. As of 
January 1, 2009, our overall staff included approximately 300 professionals with technical expertise in wireless 
network, client software development and satellite-based communication technology. Since 1996, we have 
made substantial investments in wireless technology research and development, most of which has been 
devoted to the development of carrier and enterprise network software products and services. We are primarily 
focusing our current research and development investments in cellular location-based and electronic map 
technology, including E9-1-1 technology. We actively support existing telecommunications standards and 
promote new telecommunications standards in order to expand the market for wireless data. We actively 
participate in wireless standards-setting organizations including the Open Mobile Alliance, and we are 
represented on the Board of Directors for the E9-1-1 Institute. In 1996, we co-founded the Intelligent Network 
Forum, an orqanization dedicated to expandins the role of intelliclent networks in telecommunications. As part 

Our success depends on a number of factors, which include, among other items, our ability to identify and 

.- " 

of our strategy to expand the role of short messaging, we co-founded the Short Message Peer-to-Peer Forum 
in 1999. 
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For the years ended December 31, 2008,2007, and 2006, our research and development expense in 
continuing operations was $16.2 million, $13.1 million, and $12.6 million, respectively. 

Certain of our government customers contract with us from time to time to conduct research on 
telecommunications software, equipment and systems. 

Intellectual ProDertv Riahts 

restrictions to establish and protect certain proprietary rights in our products and services. 

number portability, GPS ephemeris data, emergency public safety data routing and electronic commerce. We 
have filed more than 21 0 additional patent applications for certain apparatus and processes we believe we 
have invented to enable key features of the location services, wireless text alerts, Short Message Service 
Center, mobile-originated data and E9-1-1 network software. There is no assurance that these patent 
applications will result in a patent being issued by the US.  Patent and Trademark Office or other patent 
offices, nor is there any guarantee that any issued patent will be valid and enforceable. Additionally, foreign 
patent rights may or may not be available or pursued in any technology area for which U.S. patent applications 
have been filed. 

We rely on a combination of patent, copyright, trademark, service mark, and trade secret laws and 

We currently hold more than 65 issued patents relating to wireless text messaging, inter-carrier messaging, 

We developed our Short Message Service Center software in 1996 under our development agreement with 
Alcatel Lucent. Under the development agreement, we share certain ownership rights in this software 
application with Alcatel Lucent. The scope of each party’s ownership interest is subject to each party’s various 
underlying ownership rights in intellectual property and also to confidential information contributed to the 
applications, and is subject to challenge by either party. 

As a member of various industry standard-setting forums, we have agreed to license certain of our 
intellectual property to other members on fair and reasonable terms to the extent that the license is required to 
develop non-infringing products under the specifications promulgated by those forums. 

EmDlovees 

believe relations with our employees are good. None of our employees is represented by a union. 
As of December 31, 2008, we had 585 employees, of which 573 were full-time and 12 were part-time. We 

GeoaraDhical Information 

During 2008, 2007, and 2006, total revenue generated from products and services of our continuing 
operations in the U.S. were $211.5 million, $138.6 million, and $117.6 million, respectively, and total revenue 
generated from products and services outside of the U.S. were $8.6 million, $5.6 million, and $7.3 million, 
respectively. As of December 31, 2008, 2007, and 2006, essentially all of the long-lived assets of our 
continuing operations were located in the U.S. 

During 2007 and 2006, total revenue generated from products and services of our discontinued Enterprise 
division in the U.S. were $5.6 million and $22.1 million, respectively. All discontinued operations were divested 
in 2007. 

information under the heading “Risk Factors - Because our product offerings are sold internationally, we are 
subject to risks of conducting business in foreign countries” included in Item IA. 

We are subject to risks related to offering our products and services in foreign countries. See the 
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Item 1 A, Risk Factors 

You should consider carefully each of the following risks and all of the other information in this Annual Reporf 
on Form ?OK and the documents incorporated by reference herein. If any of the following risks and 
uncertainties develops into actual events, our business, financial condition or results of operations could be 
materially adversely affected. 

Risks Related to Our Business 

If wireless carriers do not continue to provide additional woducts and services to their subscribers, 
our business could be harmed. 

If wireless carriers limit their product and service offerings or do not purchase additional products containing 
our applications, our business will be harmed. Wireless carriers face implementation and support challenges in 
introducing Internet-based services via wireless devices, which may slow the rate of adoption or 
implementation of our products and services. Historically, wireless carriers have been relatively slow to 
implement complex new services such as Internet-based services. Our future success depends upon a 
continued increase in the use of wireless devices to access the Internet and upon the continued development 
of wireless devices as a medium for the delivery of network-based content and services. We have no control 
over the pace at which wireless carriers implement these new services. The failure of wireless carriers to 
introduce and support services utilizing our products in a timely and effective manner could reduce sales of our 
products and services and have a material adverse effect on our business, financial position, results of 
operations or cash flows. 

We mav fail to sumort our anticinated arowth in oDerations which could reduce demand for our 
services and materiallv adverselv affect our revenue. 

Our business strategy is based on the assumption that the market demand, the number of customers, the 
amount of information they want to receive and the number of products and services we offer will all increase. 
We must continue to develop and expand our systems and operations to accommodate this growth. The 
expansion and adaptation of our systems operations requires substantial financial, operational and 
management resources. Deployment of our Government systems has increased substantially and while we 
have increased our production capabilities to satisfy the increased demand, our ability to meet production 
schedules for increasing demand could adversely impact our product quality and reliability. Any failure on our 
part to develop and maintain our wireless data services and government system production lines as we 
experience rapid growth could significantly reduce demand for our services and materially adversely affect our 
revenue. Also, if we incorrectly predict the market areas that will grow significantly, we could expend significant 
resources that could have been expended on other areas that do show significant growth. 

A sianificant Dottion of our contracts with the US. aovernment are on a fixed wice basis which 
could neaativelv imoact the ComDanv wofitabilitv. 

A material portion of the Company’s annual revenues are derived from fixed-price contracts. Due to their 
nature, fixed-price contracts inherently have more risk than flexibly priced contracts. Our operating margin is 
adversely affected when contract costs that cannot be billed to customers are incurred. While management 
uses its best judgment to estimate costs associated with fixed-price contracts, future events could result in 
either upward or downward adjustments to those estimates which could negatively impact our profitability. The 
increase in contract costs can occur if estimates to complete increase or if initial estimates used for calculating 
the contract cost were incorrect. The cost estimation process requires significant judgment and expertise. 
Reasons for cost growth may include unavailability and productivity of labor, the nature and complexity of the 
work to be performed, the effect of change orders, the availability of materials, interruptions in our supply 
chain, the effect of any delays in performance, availability and timing of funding from the customer, natural 
disasters, and the inability to recover any claims included in the estimates to complete. A significant change in 
cost estimates on one or more programs could have a material effect on the company’s consolidated financial 
position or results of operations. 
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We are subject to arocurement and other related laws and reaulation which carw sianificant 
penalties for non-comoliance. 

As a supplier to the US. government, we must comply with numerous regulations, including those 
governing security and contracting practices. In addition, prime contracts with various agencies of the 
U.S. government and subcontracts with other prime contractors are subject to numerous laws and regulations. 

Failure to comply with these procurement regulations and practices could result in fines being imposed 
against us or our suspension for a period of time from eligibility for bidding on, or for award of, new government 
contracts. If we are disqualified as a supplier to government agencies, we would lose most, if not all, of our 
U.S. government customers and revenues from sales of our products would decline significantly. Among the 
potential causes for disqualification are violations of various statutes, including those related to procurement 
integrity, export control, U.S. government security regulations, employment practices, protection of the 
environment, accuracy of records in the recording of costs, and foreign corruption. The government could 
investigate and make inquiries of our business practices and conduct audits of contract performance and cost 
accounting. Based on the results of such audits, the US. government could adjust our contract-related costs 
and fees. Depending on the results of these audits and investigations, the government could make claims 
against us, and if it were to prevail, certain incurred costs would not be recoverable by us. 

s t  
conditions mav neaativelv imiaact us. 

The capital and credit markets have continued to experience extreme volatility and disruption. Historically, 
we have occasionally accessed these markets to support certain business activities. In the future, we may not 
be able to obtain capital market financing or credit availability on similar terms, or at all, which could have a 
material adverse effect on our business, financial position, results of operations or cash flows. 

( I  

The US. and global economies are currently experiencing a period of substantial economic uncertainty with 
wide-ranging effects, including the current disruption in global financial markets. Possible effects of these 
economic events include those relating to U.S. government defense spending, business disruptions caused by 
suppliers or subcontractors, impairment of goodwill and other long-lived assets and reduced access to capital 
and credit markets. Although governments worldwide, including the U.S. government, have initiated sweeping 
economic plans, we are unable to predict the impact, severity, and duration of these economic events, which 
could have a material effect on our business, financial position, results of operations or cash flows. 

We could incur substantial costs from iarodoct liabilitv claims relatina to our sofhvare. 

Our agreements with customers may require us to indemnify customers for our own acts of negligence and 
non-performance. Product liability and other forms of insurance are expensive and may not be available in the 
future. We cannot be sure that we will be able to maintain or obtain insurance coverage at acceptable costs or 
in sufficient amounts or that our insurer will not disclaim coverage as to a future claim. A product liability or 
similar claim may have a material adverse effect on our business, financial position, results of operations or 
cash flows. 

xc 
svstem failure or oroduction interruotions. 

Our E9-1-1, hosted location-based services and satellite teleport services operations depend on our ability 
to maintain our computer and telecommunications equipment and systems in effective working order, and to 
protect our systems against damage from fire, natural disaster, power loss, telecommunications failure, 
sabotage, unauthorized access to our system or similar events. Although all of our mission-critical systems and 
equipment are designed with built-in redundancy and security, any unanticipated interruption or delay in our 
operations or breach of security could have a material adverse effect on our business, financial condition and 
results of operations. 
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Furthermore, any addition or expansion of our facilities to increase capacity could increase our exposure to 
natural or other disasters. Our property and business interruption insurance may not be adequate to 
compensate us for any losses that may occur in the event of a system failure or a breach of security. 
Furthermore, insurance may not be available to us at all or, if available, may not be available to us on 
commercially reasonable terms. 

Because we relv on a few kev customers. our revenue mav decline if we fail to retain those 
customers. 

The largest customers for our product and service offerings in terms of revenue generated have been the 
U.S. government, Verizon Wireless, AT&T Wireless, and Hutchison 3G. For the years ended December 31, 
2008 and 2007, each of Verizon Wireless and the U.S. government accounted for 10% or more of our total 
revenue. For the year ended December 31,2006 each of Verizon Wireless, AT&T Wireless (formerly known as 
Cingular Wireless), and the U.S. government accounted for 10% or more of our total revenue. We expect to 
generate a significant portion of our total revenue from these customers for the foreseeable future. For the year 
ended December 31, 2008, the largest customers for our Commercial Segment was Verizon Wireless and the 
largest customers for our Government Segment were various U.S. Government agencies. 

customers and distribution channels. The loss of any of the customers discussed in this paragraph would have 
a material adverse impact on our business, financial position, results of operations or cash flows. 

Our growth depends on maintaining relationships with our major customers and on developing other 

We derive a sianificant Dortion of our revenue from sales to various auencies of the US.  
Government which has mecial rights unlike other customers and exDoses us to additional risks 
that could have a material adverse effect on us. 

Sales to various agencies of the U.S. Government accounted for approximately 42% of our total revenue 
for the fiscal year ended December 31, 2008, all of which was attributable to our Government Segment. A 
majority of our backlog as of December 31, 2008 consisted of orders from the U.S. Government. Our ability to 
earn revenue from sales to the U.S. Government can be affected by numerous factors outside of our control 
including: 

The U. S. Government may terminate the contracts if has with us. All of the contracts we have with the 
U.S. Government are, by their terms, subject to termination by the U.S. Government either for its 
convenience or in the event of a default by us. In the event of termination of a contract by the 
U.S. Government, we may have little or no recourse. 

Our contracts with the U.S. Government may be terminated due to Congress failing to appropriate 
funds. Our U.S. Government contracts are conditioned upon the continuing availability of Congressional 
appropriations. Congress usually appropriates funds for a given program on a fiscal-year basis even 
though contract performance may take more than one year. 

The U.S. Government may audit and review our costs and performance on their contracts, as well as our 
accounting and general practices. The costs and prices under these contracts may be subject to 
adjustment based upon the results of any audits. Future audits that result in the increase in our costs 
may adversely affect our business, financial position, results of operations or cash flows 

Any failure by Congress to appropriate funds to any program that we participate in could materially delay or 
terminate the program and could have a material adverse effect on our business, financial position, results of 
operations or cash flows. 

Because we relv on kev Dartners to exRand our marketinu and sales efforts, if we fail to maintain or 
exnand our relationshim with strateuic Dartners and indirect distribution channels our license 
revenues could decline. 

We have announced strategic partnerships with Motorola and Alcatel-Lucent, and are working on additional 
partnerships to provide supplemental channels for the marketing and sale of our software applications globally. 
Our growth depends on maintaining relationships with these partners and on developing other distribution 
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channels. The loss of any of these partners would have a material adverse impact on our business, financial 
position, results of operations or cash flows. 

3 
to continue to arow our business if we are unable to obtain additional caDital when needed, 

We believe that our cash and cash equivalents, and our bank line of credit, coupled with the funds 
anticipated to be generated from operations will be sufficient to finance our operations for at least the next 
twelve months. However, unanticipated events could cause us to fall short of our capital requirements. In 
addition, such unanticipated events could cause us to violate our bank line of credit covenants causing the 
bank to foreclose on the line andlor opportunities may make it necessary for us to return to the public markets, 
or establish new credit facilities or raise capital in private transactions in order to meet our capital 
requirements. We cannot assure you that we will be able to raise additional capital in the future on terms 
acceptable to us, or at all. 

quick ratio and a minimum liquidity ratio; as well as other restrictive covenants including, among others, 
restrictions on our ability to merge, acquire assets above prescribed thresholds, undertake actions outside the 
ordinary course of our business (including the incurrence of indebtedness), guarantee debt, distribute 
dividends, and repurchase our stock, and minimum tangible net worth. The agreement also contains a 
subjective covenant that requires (i) no material adverse change in the business, operations, or financial 
condition of our Company occur, or (ii) no material impairment of the prospect of repayment of any portion of 
the bank credit agreement; or (iii) no material impairment of value or priority of the lenders security interests in 
the collateral of the bank credit agreement. If our performance does not result in compliance with any of the 
restrictive covenants, or if our line of credit agreement lender seeks to exercise its rights under the subjective 
acceleration clause referred to above, we would seek to further modify our financing arrangements, but there 
can be no assurance that our debt holders would not exercise their rights and remedies under their 
agreements with us, including declaring all outstanding debt due and payable. 

Our line of credit and term loan agreement contains covenants requiring us to maintain a minimum adjusted 

s r  
mitiqate this risk effectivelv. 

We are exposed to many different industries, counterparties, and partnership agreements, and regularly 
interact with counterparties in various industries. 

The insolvency or other inability of a significant counterparty or partner, including a counterparty to the 
significant counterparty, to perForm its obligations under an agreement or transaction, including, without 
limitation, as a result of the rejection of an agreement or transaction by a counterparty in bankruptcy 
proceedings, could have a material adverse effect on our business, financial position, results of operations or 
cash flows. 

Our short-term investments are subiect to market fluctuations which mav affect our liauiditv. 

Although we have not experienced any losses on our cash, cash equivalents, and short-term investments, 
declines in the market values of these investments in the future could have an adverse impact on our financial 
condition and operating results. Historically, we have invested in AAA rated money market funds meeting 
certain criteria. These investments are subject to general credit, liquidity, market, and interest rate risks, which 
may be directly or indirectly impacted by the U.S. sub-prime mortgage defaults that have affected various 
sectors of the financial markets causing credit and liquidity issues. If an issuer defaults on its obligations, or its 
credit ratings are negatively affected by liquidity, losses or other factors, the value of our cash equivalents and 
short-term investments could decline and could have a material adverse effect on our business, financial 
position, results of operations or cash flows. 
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Our stock orice. like that of manv technoloav comoanies. has been and mav continue to be volatile. 

We expect that the market price of our Class A common stock will continue to be volatile. We are involved 
in a highly visible, rapidly changing industry and stock prices in our industry and similar industries have risen 
and fallen in response to a variety of factors, including: 

announcements of new wireless data communications technologies and new providers of wireless data 
communications; 

announcements of the issuance of new patents; 

acquisitions of, or strategic alliances among, providers of wireless data communications; 

changes in recommendations by securities analysts regarding the results or prospects of providers of 

changes in investor perceptions of the acceptance or profitability of wireless data communications; and 

other global economic uncertainties. 

wireless data communications; 

Variations in auarterlv ooeratina results due to factors such as chanaes in demand for our DrOdUCtS 
and chanaes in our mix of revenues and costs mav cause our Class A common stock orice to 
decline. 

Our quarterly revenue and operating results are difficult to predict and are likely to fluctuate from 
quarter-to-quarter. For example, 2008 revenues of our Government Segment were significantly higher in the 
second half of the year than in the first half. In 2007, revenues were slightly higher in the second half of the 
year than in the first, whereas in 2006 revenues from our Government Segment were higher in the first half of 
the year than in the second half. In addition, we generally derive a significant portion of wireless carrier license 
revenue in our Commercial Segment from initial license fees. The initial license fees that we receive in a 
particular quarter may vary significantly. As these projects begin and end, quarterly results may vary. We 
therefore believe that quarter-to-quarter comparisons of our operating results may not be a good indication of 
our future performance, and you should not rely on them to predict our future performance or the future 
performance of our Class A common stock. Our quarterly revenues, expenses and operating results could vary 
significantly from quarter-to-quarter. If our operating results in future quarters fall below the expectations of 
market analysts and investors, the market price of our stock may fall. 

future include: 
Additional factors that have either caused our results to fluctuate in the past or that are likely to do so in the 

changes in our relationships with wireless carriers, the U.S. Government or other customers; 

timing of introduction of new products and services; 

changes in pricing policies and product offerings by us or our competitors; 

changes in projected profitability of acquired assets that would require the write down of the value of the 
goodwill reflected on our balance sheet. 

costs associated with advertising, marketing and promotional efforts to acquire new customers; 

capital expenditures and other costs and expenses related to improving our business, expanding 
operations and adapting to new technologies and changes in consumer preferences; and 

our lengthy and unpredictable sales cycle. 

Growins market acceDtance of “ooen source”software could have a neaative imoact on us. 

Growing market acceptance of open source software has presented both benefits and challenges to the 
commercial software industry in recent years. “Open source” software is made widely available by its authors 
and is licensed “as is” for a nominal fee or, in some cases, at no charge. For example, Linux is a free Unix-type 
operating system, and the source code for Linux is freely available. 
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We have incorporated some types of open source software into our products, allowing us to enhance 
certain solutions without incurring substantial additional research and development costs. Thus far, we have 
encountered no unanticipated material problems arising from our use of open source software. However, as 
the use of open source software becomes more widespread, certain open source technology could become 
competitive with our proprietary technology, which could cause sales of our products to decline or force us to 
reduce the fees we charge for our products, which could have a material adverse effect on our business, 
financial position, results of operations or cash flows. 

Because our Droducf offerinus are sold infernationallv. we are subiecf to risks of conductinq 
business in foreian countries. 

Wireless carriers in Europe, Asia, Australia, Africa and Central and South America have purchased our 
products. We believe our revenue will be increasingly dependent on business in foreign countries, and we will 
be subject to the social, political and economic risks of conducting business in foreign countries, including: 

9 inability to adapt our products and services to local business practices, customs and mobile user 

costs of adapting our product and service offerings for foreign markets; 

inability to locate qualified local employees, partners and suppliers; 

reduced protection of intellectual property rights; 

the potential burdens of complying with a variety of U.S. and foreign laws, trade standards and regulatory 
requirements, including tax laws, the regulation of wireless communications and the Internet and 
uncertainty regarding liability for information retrieved and replicated in foreign countries; 

relations; and 

preferences ; 

general geopolitical risks, such as political and economic instability and changes in diplomatic and trade 

unpredictable fluctuations in currency exchange rates. 

Any of the foregoing risks could have a material adverse effect on our business, financial position, results of 
operations or cash flows by diverting time and money toward addressing them or by reducing or eliminating 
sales in such foreign countries. 

Because several of our comDetifors have sianificanflv areater resources than we do. we could lose 
customers and market share. 

Our business is highly competitive. Several of our potential competitors are substantially larger than we are 
and have greater financial, technical and marketing resources than we do. In particular, larger competitors 
have certain advantages over us which could cause us to lose customers and impede our ability to attract new 
customers, including: larger bases of financial, technical, marketing, personnel and other resources; more 
established relationships with wireless carriers; more funds to deploy products and services; and the ability to 
lower prices of competitive products and services because they are selling larger volumes. 

The widespread adoption of open industry standards such as the Secure User Plane for Location (SUPL) 
specifications may make it easier for new market entrants and existing competitors to introduce products that 
compete with our software products. Because our Commercial Segment is part of an emerging market, we 
cannot identify or predict which new competitors may enter the mobile location services industry in the future. 
With time and capital, it would be possible for competitors to replicate any of our products and service offerings 
or develop alternative products. Additionally, the wireless communications industry continues to experience 
significant consolidation which may make it more difficult for smaller companies like us to compete. Our 
competitors include application developers, telecommunications equipment vendors, location determination 
technology vendors and information technology consultants, and may include traditional Internet portals and 
Internet infrastructure software companies. We expect that we will compete primarily on the basis of price, time 
to market, functionality, quality and breadth of product and service offerings. 
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These competitors could include wireless network carriers, mobile andlor wireless software companies, 
wireless data services providers and secure portable communication and wireless systems integrators and 
database vendors. As discussed above, many of our potential competitors have significantly greater resources 
than we do. Furthermore, competitors may develop a different approach to marketing the services we provide 
in which subscribers may not be required to pay for the information provided by our services. Competition 
could reduce our market share or force us to lower prices to unprofitable levels. 

Because we are not a small business under aovernmenf size standards. we could lose business to 
small-business set-aside comoetitors. 

Federal and state procurement laws require that certain purchases be set-aside for small business 
competitors, effectively giving a preference to those small businesses even if we have better products and 
better prices. We have outgrown the size standards set for the many of the categories used to purchase 
products of the nature that we sell. If a particular procurement is set-aside for only small business participants, 
we may lose customers and revenues and may not be able to replace those sales with purchases from other 
customers. 

While we characterize a siunificant Dortion of our revenue as beina “recurrina” there is no 
auarantee that we will actuallv achieve this revenue. 

A significant portion of our revenue is generated from long-term customer contracts that pay certain fees on 
a month-to-month basis. While we currently believe that these revenue streams will continue, renegotiation of 
the contract terms, early termination or non-renewal of material contracts could cause our recurring revenues 
to be lower than expected and any growth depends on maintaining relationships with these important 
customers and on developing other customers and distribution channels. 

We cannot auarantee that our estimated contract backloa will result in actual revenue. 

As of December 31, 2008, our estimated contract backlog totaled approximately $445.0 million, of which 
approximately $159.8 million was funded. There can be no assurance that our backlog will result in actual 
revenue in any particular period, or at all, or that any contract included in backlog will be profitable. There is a 
higher degree of risk in this regard with respect to unfunded backlog. The actual receipt and timing of any 
revenue is subject to various contingencies, many of which are beyond our control. The actual receipt of 
revenue on contracts included in backlog may never occur or may change because a program schedule could 
change, the program could be canceled, a contract could be reduced, modified or terminated early, or an 
option that we had assumed would be exercised not being exercised. Further, while many of our federal 
government contracts require performance over a period of years, Congress often appropriates funds for these 
contracts for only one year at a time. Consequently, our contracts typically are only partially funded at any 
point during their term, and all or some of the work intended to be performed under the contracts will remain 
unfunded pending subsequent Congressional appropriations and the obligation of additional funds to the 
contract by the procuring agency. Approximately 80% of our backlog consisted of orders from the Government 
Segment. Our estimates are based on our experience under such contracts and similar contracts. However, 
there can be no assurances that all, or any, of such estimated contract value will be recognized as revenue. 

The loss of kevDersonne1 or anv inabilitv to attract and refain additional Dersonnel could harm our 
business. 

Our future success will depend in large part on our ability to hire and retain a sufficient number of qualified 
personnel, particularly in sales and marketing and research and development. If we are unable to do so, our 
business could be harmed. Our future success also depends upon the continued service of our executive 
officers and other key sales, engineering and technical staff. The loss of the services of our executive officers 
and other key personnel could harm our operations. We maintain key person life insurance on certain of our 
executive officers. We would be harmed if one or more of our officers or key employees decided to join a 
competitor or if we failed to attract qualified personnel. Our ability to attract qualified personnel may be 
adversely affected by a decline in the price of our Class A common stock. In the event of a decline in the price 
of our 
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l e  
Class A common stock, the retention value of stock options will decline and our employees may choose not to 
remain with us, which could have a material adverse effect on our business, financial position, results of 
operations or cash flows. 

If our subcontractors and vendors fail to Derform their contractual obliaations, our Derformance and 
reoutation as a Drime contractor and our abilitv to obtain future business could suffer. 

As a prime contractor, we often rely significantly upon other companies as subcontractors to perform work 
we are obligated to perform for our clients and vendors to deliver critical components. As we secure more work 
under our contract vehicles such as the WWSS agreement, we expect to require an increasing level of support 
from subcontractors and vendors that provide complementary and supplementary products and services to our 
offerings. Depending on labor market conditions, we may not be able to identify, hire and retain sufficient 
numbers of qualified employees to perform the task orders we expect to win. In such cases, we will need to 
rely on subcontracts with unrelated companies. Moreover, even in favorable labor market conditions, we 
anticipate entering into more subcontracts in the future as we expand our work under our contract vehicles. We 
are responsible for the work performed by our subcontractors, even though in some cases we have limited 
involvement in that work. If one or more of our subcontractors fail to satisfactorily perform the agreed-upon 
services on a timely basis or violate federal government contracting policies, laws or regulations, our ability to 
perform our obligations as a prime contractor or meet our clients’ expectations may be compromised. In 
extreme cases, performance or other deficiencies on the part of our subcontractors could result in a client 
terminating our contract for default. A termination for default could expose us to liability, including liability for 
the agency’s costs of re-procurement, could damage our reputation and could hurt our ability to compete for 
future contracts. 

Our accountina oolicies and methods are fundamental to how we record and reoort our financial 
position and results of ooerations. and thev reauire manaaement to make estimates. iudaments and 
assumDtions about maffers that are inherentlv uncertain. 

Our accounting policies and methods are fundamental to how we record and report our financial position 
and results of operations. We have identified several accounting policies as being critical to the presentation of 
our financial position and results of operations because they require management to make particularly 
subjective or complex judgments about matters that are inherently uncertain and because of the likelihood that 
materially different amounts would be recorded under different conditions or using different assumptions. For 
example, the Company accounts for income taxes in accordance with SFAS No. 109, Accounting for Income 
Taxes (“SFAS 109). Under SFAS 109, deferred tax assets and liabilities are computed based on the 
difference between the financial statement and income tax basis of assets and liabilities using the enacted 
marginal tax rate. SFAS 109 requires that the net deferred tax asset be reduced by a valuation allowance if, 
based on the weight of available evidence, it is more likely than not that some portion of all of the net deferred 
tax asset will not be realized. This process requires the Company’s management to make assessments 
regarding the timing and probability of the ultimate tax impact. Actual income taxes could vary from these 
estimates due to future changes in income tax law, significant changes in the jurisdictions in which the 
Company operates, our inability to generate sufficient future taxable income or unpredicted results from the 
final determination of each year’s liability by taxing authorities. These changes could have a significant impact 
on the Company’s our business, financial position, results of operations or cash flows. 

lndustrv Risks 

Because the wireless data industrv is a raoidlv evolvina market. our oroduct and service offerinas 
could become obsolete unless we resoond effectivelv and on a timelv basis to rapid technoloaical 
chanaes, 

The successful execution of our business strategy is contingent upon wireless network operators launching 
and maintaining mobile location services, our ability to create new network software products and adapt our 
existing network software products to rapidly changing technologies, industry standards and customer needs. 
As a result of the complexities inherent in our product offerings, new technologies may require long 
development and testing periods. Additionally, new products may not achieve market acceptance or our 
competitors could 
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develop alternative technologies that gain broader market acceptance than our products. If we are unable to 
develop and introduce technologically advanced products that respond to evolving industry standards and 
customer needs, or if we are unable to complete the development and introduction of these products on a 
timely and cost effective basis, it could have a material adverse effect on our business, financial position, 
results of operations or cash flows. 

New laws and regulations that impact our industry could increase costs or reduce opportunities to earn 
revenue. The wireless carriers that use our product and service offerings are subject to regulation by domestic, 
and in some cases, foreign, governmental and other agencies. Regulations that affect them could increase our 
costs or reduce our ability to sell our products and services. In addition, there are an increasing number of laws 
and regulations pertaining to wireless telephones and the Internet under consideration in the United States and 
elsewhere. 

The applicability to the Internet of existing laws governing issues such as intellectual property ownership 
and infringement, copyright, trademark, trade secret, taxation, obscenity, libel, employment and personal 
privacy is uncertain and developing. Any new legislation or regulation, or the application or interpretation of 
existing laws, may have a material adverse effect on our business, results of operations and financial 
condition. Additionally, modifications to our business plans or operations to comply with changing regulations 
or certain actions taken by regulatory authorities might increase our costs of providing our product and service 
offerings and could have a material adverse effect on our business, financial position, results of operations or 
cash flows. 

Concerns about Dersonal Drivacv and commercial solicitation mav limit the srowth of mobile 
location services and reduce demand for our moducts and services. 

In order for mobile location products and services to function properly, wireless carriers must locate their 
subscribers and store information on each subscriber’s location. Although data regarding the location of the 
wireless user resides only on the wireless carrier’s systems, users may not feel comfortable with the idea that 
the wireless carrier knows and can track their location. Carriers will need to obtain subscribers’ permission to 
gather and use the subscribers’ personal information, or they may not be able to provide customized mobile 
location services which those subscribers might otherwise desire. If subscribers view mobile location services 
as an annoyance or a threat to their privacy, that could reduce demand for our products and services and have 
a material adverse effect on our business, financial position, results of operations or cash flows. 

v r  
industrv is underaoins rapid technolosical and reuulatorv chanse, our future performance is 
uncerfzin. 

The Federal Communication Commission, or FCC, has mandated that certain location information be 
provided to operators when they receive an E9-1-1 call. Phase I of the FCC’s 9-1-1 mandate required 
providers to be able to locate wireless E9-1-1 callers within their originating cell sector site and report their 
callback number by April 1998. Phase II of the FCC mandate required providers to be able to pinpoint the 
location of all E9-1-1 callers within 125 meters in 67% of all cases by October 1, 2001. Although both the 
Phase I and Phase II deadlines have passed, many providers are not currently in compliance with either phase 
of the FCC’s mandate. Even so, we believe that many public safety jurisdictions are continuing to deploy 
Phase I technology and when available, we believe they will deploy Phase II technology. 

Carriers’ obligations to provide Phase I and Phase II services are subject to request by public safety 
organizations. Due to complex regulatory, funding and political issues many public safety organizations have 
not yet requested this service. As a result, wireless carriers and wireless users may never exhibit sufficient 
demand for our mobile location services. Technical failures, time delays or the significant costs associated with 
developing or installing improved location technology could slow down or stop the deployment of our mobile 
location products. If deployment of improved location technology is delayed, stopped or never occurs, market 
acceptance of our products and services may be adversely affected. 

In addition, we will rely on third-party providers to manufacture and deploy devices that determine the 
precise geographic location of wireless users to comply with Phase I I  of the FCC mandate. The extent and 
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timing of the deployment of our products an( services is dependent both on PL-..; sa ty reques for such 
service and wireless carrier's ability to certify the accuracy of and deploy the precise location tec iology. 
Because we will rely on third-party location technology instead of developing the technology ourselves, we 
have little or no influence over its improvement. If the technology never becomes precise enough to satisfy 
wireless users' needs or the FCC's requirements, we may not be able to increase or sustain demand for our 
products and services, if at all. 

Our E9-1-1 business is deDendent on state and local aovernments and the reaulatorv environment 
for Voice over Internet Protocol WolPI services is develolainq. 

Under the FCC's mandate, wireless carriers are required to provide E9-1-1 services only if state and local 
governments request the service. As part of a state or local government's decision to request E9-7-1, they 
have the authority to develop cost recovery mechanisms. However, cost recovery is no longer a condition to 
wireless carriers' obligation to deploy the service. If state and local governments do not widely request that 
E9-1-1 services be provided or we become subject to significant pressures from wireless carriers with respect 
to pricing of E9-1-1 services, our E9-1-1 business would be significantly harmed and future growth of our 
business would be significantly reduced. 

wireline and wireless telephone services. If the regulatory environment for VolP services evolves in a manner 
other than the way we anticipate, our E9-1-1 business would be significantly harmed and future growth of our 
business would be significantly reduced. For example, many states provide statutory and regulatory immunity 
from liability for wireless and wireline E9-1-1 service providers but provide no express immunities for VolP 
E9-1-1 service providers. Additionally, the regulatory scheme for wireless and wireline service providers 
require those carriers to allow service providers such as us to have access to certain databases that make the 
delivery of an E9-1-1 call possible. No such requirements exist for VolP service providers so carriers could 
prevent us from continuing to provide VolP E9-1-1 service by denying us access to the required databases. 

The FCC has determined that VolP services are not subject to the same regulatory scheme as traditional 

Because the industries which we serve are currentlv in a cvcle of consolidation. the number of 

The telecommunications industry generally is currently undergoing a consolidation phase. Many of our 
customers, specifically wireless carrier customers of our Commercial Segment, have or may become the target 
of acquisitions. If the number of our customers is significantly reduced as a result of this consolidation trend, or 
if the resulting companies do not utilize our product offerings, our business, financial position, results of 
operations or cash flows could be materially adversely affected. 0 
Technoloqv Risks 

Because our software mav contain defects or errors. and our hardware Droducts mav incoraorate 
defective comoonents. our sales could decrease if these defects or errors adverselv affect our 
reDutation or delavs ShfDmenfS of our Droducts, 

The software products that we develop are complex and must meet the stringent technical requirements of 
our customers. Our hardware products are equally complex and integrate a wide variety of components from 
different vendors. We must quickly develop new products and product enhancements to keep pace with the 
rapidly changing software and telecommunications markets in which we operate. Products as complex as ours 
are likely to contain undetected errors or defects, especially when first introduced or when new versions are 
released. Our products may not be error or defect free after delivery to customers, which could damage our 
reputation, cause revenue losses, result in the rejection of our products or services, divert development 
resources and increase service and warranty costs, each of which could have a serious harmful effect on our 
business, financial position, results of operations or cash flows. 
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If we are unable to inteurafe our wroducts with wireless service providers’svstems we mav lose 
sales to competitors. 

Our products operate with wireless carriers’ systems, various wireless devices and, in the case of our 
E9-1-1 offering, with mobile telephone switches and VolP service provider systems. If we are unable to 
continue to design our software to operate with these systems and devices, we may lose sales to competitors. 
Mobile telephone switches and wireless devices can be manufactured according to many different standards 
and may have different variations within each standard. Combining our products with each type of switch, 
device or VolP system requires a specialized interface and extensive testing. If as a result of technology 
enhancements or upgrades to carrier and VolP provider systems our products can no longer operate with such 
systems, we may no longer be able to sell our products. Further, even if we successfully redesign our products 
to operate with these systems, we may not gain market acceptance before our competitors. 

proswects. 

We design, develop and manufacture technologically advanced and innovative products and services 
applied by our customers in a variety of environments. Problems and delays in development or delivery as a 
result of issues with respect to design, technology, licensing and patent rights, labor, learning curve 
assumptions, or materials and components could prevent us from achieving contractual obligations. In 
addition, our products cannot be tested and proven in all situations and are otherwise subject to unforeseen 
problems. Examples of unforeseen problems which could negatively affect revenue and profitability include 
problems with quality, delivery of subcontractor components or services, and unplanned degradation of 
product performance. 

Because our svstems mav be vulnerable to svstems failures and securitv risks. we mav incur 
sianificant costs to orotect aaainst the threat of these wroblems. 

We provide for the delivery of information and content to and from wireless devices in a prompt and timely 
manner. Any systems failure that causes a disruption in our ability to facilitate the transmission of information 
to these wireless devices could result in delays in end users receiving this information and cause us to lose 
customers. Our systems could experience such failures as a result of unauthorized access by hackers, 
computer viruses, hardware or software failures, power or telecommunications failures and other accidental or 
intentional actions which could disrupt our systems. We may incur significant costs to prevent such systems 
disruptions. 

Increasingly our products will be used to create or transmit secure information and data to and from 
wireless devices. For example, our software can be used to create private address lists and to provide the 
precise location of an individual. To protect private information like this from security breaches, we may incur 
significant costs. If a third party were able to misappropriate our proprietary information or disrupt our 
operations, we could be subject to claims, litigation or other potential liabilities that could materially adversely 
impact our business. Further, if an individual is unable to use our service to receive the precise location in a 
health or life-and-death situation, or if our service provides the wrong information, we could be subject to 
claims, litigation or other potential liabilities that could materially adversely impact our business. 

The wireless data services provided by our Commercial Segment are dependent on real-time, continuous 
feeds from map and traffic data vendors and others. The ability of our subscribers to receive critical location 
and business information requires timely and uninterrupted connections with our wireless network carriers. Any 
disruption from our satellite feeds or backup landline feeds could result in delays in our subscribers’ ability to 
receive information. We cannot be sure that our systems will operate appropriately if we experience hardware 
or software failure, intentional disruptions of service by third parties, an act of God or an act of war. A failure in 
our systems could cause delays in transmitting data, and as a result we may lose customers or face litigation 
that could involve material costs and distract management from operating our business. 
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I l e  If mobile eauiDment manufacturers do not overcome caDacitv, technoloav and eaubment 
limitations. we mav not be able to sell our Droducts and services. 

The wireless technology currently in use by most wireless carriers has limited bandwidth, which restricts 
network capacity to deliver bandwidth-intensive applications like data services to a large number of users. 
Because of capacity limitations, wireless users may not be able to connect to their network when they wish to, 
and the connection is likely to be slow, especially when receiving data transmissions. Data services also may 
be more expensive than users are willing to pay. To overcome these obstacles, wireless equipment 
manufacturers will need to develop new technology, standards, equipment and devices that are capable of 
providing higher bandwidth services at lower cost. We cannot be sure that manufacturers will be able to 
develop technology and equipment that reliably delivers large quantities of data at a reasonable price, If more 
capacity is not added, a sufficient market for our products and services is not likely to develop or be sustained 
and sales of our products and services would decline resulting in a material adverse effect on our business, 
financial position, results of operations or cash flows. 

Because the market for most mobile content deliverv and mobile location Droducts is new, our 
future success is uncertain. 

The market for mobile content delivery and mobile location products and services is new and its potential is 
uncertain. In order to be successful, we need wireless network operators to launch and maintain mobile 
location services utilizing our products, and need corporate enterprises and individuals to purchase and use 
our mobile content delivery and mobile location products and services. We cannot be sure that wireless 
carriers or enterprises will accept our products or that a sufficient number of wireless users will ultimately utilize 
our products. 

If wireless handsets Dose health and safetv risks, we mav be subiect to new reaulations and 
demand for our aroducts and services mav decrease. 

Media reports have suggested that certain radio frequency emissions from wireless handsets may be linked 
to various health concerns, including cancer, and may interfere with various electronic medical devices, 
including hearing aids and pacemakers. Concerns over radio frequency emissions may have the effect of 
discouraging the use of wireless handsets, which would decrease demand for our services. In recent years, 
the FCC and foreign regulatory agencies have updated the guidelines and methods they use for evaluating 
radio frequency emissions from radio equipment, including wireless handsets. In addition, interest groups have 
requested that the FCC investigate claims that wireless technologies pose health concerns and cause 
interference with airbags, hearing aids and other medical devices. There also are some safety risks associated 
with the use of wireless handsets while driving. Concerns over these safety risks and the effect of any 
legislation that may be adopted in response to these risks could limit our ability to market and sell our products 
and services. 

0 ' 

If we are unable to protect our intellectual Dropertv riahts or are sued bv third Darties for infrinainq 
w o n  intellectual Drooerfv riahts. we mav incur substantial costs. 

Our success and competitive position depends in large part upon our ability to develop and maintain the 
proprietary aspects of our technology. We rely on a combination of patent, copyright, trademark, service mark, 
trade secret laws, confidentiality provisions and various other contractual provisions to protect our proprietary 
rights, but these legal means provide only limited protection. Although a number of patents have been issued 
to us and we have obtained a number of other patents as a result of our acquisitions, we cannot assure you 
that our issued patents will be upheld if challenged by another party. Additionally, with respect to any patent 
applications which we have filed, we cannot assure you that any patents will issue as a result of these 
applications. If we fail to protect our intellectual property, we may not receive any return on the resources 
expended to create the intellectual property or generate any competitive advantage based on it, and we may 
be exposed to expensive litigation or risk jeopardizing our competitive position. Similarly, third parties could 
claim that our future products or services infringe upon their intellectual property rights. Claims like these could 
require us to enter into costly royalty arrangements or cause us to lose the right to use critical technology. 

23 

._ .. 
Source: TELECOMMUNICATION SYSTEMS INC IFN, 10-K, March 03,2009 Powered by Morni1lgstai"'Documen t ResearchSM 



Our ability to protect our intellectual property rights is also subject to the terms of any future government 
contracts. We cannot assure you that the federal government will not demand greater intellectual property 
rights or restrict our ability to disseminate intellectual property. We are also a member of standards-setting 
organizations and have agreed to license some of our intellectual property to other members on fair and 
reasonable terms to the extent that the license is required to develop non-infringing products. 

Pursuina infrinaers of our Datents and other intellectual properfv riahts can be costlv. 

Pursuing infringers of our proprietary rights could result in significant litigation costs, and any failure to 
pursue infringers could result in our competitors utilizing our technology and offering similar products, 
potentially resulting in loss of a competitive advantage and decreased revenues. Despite our efforts to protect 
our proprietary rights, existing patent, copyright, trademark and trade secret laws afford only limited protection. 
In addition, the laws of some foreign countries do not protect our proprietary rights to the same extent as do 
the laws of the United States. Protecting our know-how is difficult especially after our employees or those of 
our third party contract service providers end their employment or engagement. Attempts may be made to 
copy or reverse-engineer aspects of our products or to obtain and use information that we regard as 
proprietary. Accordingly, we may not be able to prevent the misappropriation of our technology or prevent 
others from developing similar technology. Furthermore, policing the unauthorized use of our products is 
difficult and expensive. Litigation may be necessary in the future to enforce our intellectual property rights or to 
determine the validity and scope of the proprietary rights of others. The costs and diversion of resources could 
significantly harm our business. If we fail to protect our intellectual property, we may not receive any return on 
the resources expended to create the intellectual property or generate any competitive advantage based on it. 

Third Darties mav claim we are infrinaina their intellectual aropertv riuhts and we could be 
prevented from sellina our aroducts. or suffer sianificant litisation exaense. even if these claims 
have no merit. 

Our competitive position is driven in part by our intellectual property and other proprietary rights. Third 
parties, however, may claim that we, our products, operations or any products or technology we obtain from 
other parties are infringing their intellectual property rights, and we may be unaware of intellectual property 
rights of others that may cover some of our assets, technology and products. From time to time we receive 
letters from third parties that allege we are infringing their intellectual property and asking us to license such 
intellectual property. We review the merits of each such letter, none of which has resulted in litigation as of the 
date of this report. However, any litigation regarding patents, trademarks, copyrights or intellectual property 
rights, even those without merit, could be costly and time consuming, and divert our management and key 
personnel from operating our business. The complexity of the technology involved and inherent uncertainty 
and cost of intellectual property litigation increases our risks. If any third party has a meritorious or successful 
claim that we are infringing its intellectual property rights, we may be forced to change our products or enter 
into licensing arrangements with third parties, which may be costly or impractical. This also may require us to 
stop selling our products as currently engineered, which could harm our competitive position. We also may be 
subject to significant damages or injunctions that prevent the further development and sale of certain of our 
products or services and may result in a material loss of revenue. 

The securitv measures we have imDlemented to secure information we collect and store mav be 
breached. which could cause us to breach aareements with our Dartners and exaose us to Dotenfial 

disclosed. 
~ 

We take reasonable steps to protect the security, integrity and confidentiality of the information we collect 
and store but there is no guarantee that inadvertent or unauthorized disclosure will not occur or that third 
parties will not gain unauthorized access despite our efforts. If such unauthorized disclosure or access does 
occur, we may be required to notify persons whose information was disclosed or accessed under existing and 
proposed laws. We also may be subject to claims of breach of contract for such disclosure, investigation and 
penalties by regulatory authorities and potential claims by persons whose information was disclosed. 
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Risks Related to Acauisitions 

Our past and future acauisitions of companies or technoloaies could prove difficult to intearate, 
disrmt our business. dilute stockholder value or adverselv affect operatins results or the market 
price of our Class A common stock. 

We have in the past acquired a number of businesses and technologies, and we may in the future acquire 
or make investments in other companies, services and technologies. Any acquisitions, strategic alliances or 
investments we may pursue in the future will have a continuing, significant impact on our business, financial 
condition and operating results. The value of the companies or assets that we acquire or invest in may be less 
than the amount we paid if there is a decline of their position in the respective markets they serve or a decline 
in general of the markets they serve. If we fail to properly evaluate and execute acquisitions and investments, 
our business and prospects may be seriously harmed. To successfully complete an acquisition, we must: 

properly evaluate the technology; 

accurately forecast the financial impact of the transaction, including accounting charges and transaction 
expenses; 

integrate and retain personnel; 

retain and cross-sell to acquired customers; 

combine potentially different corporate cultures; and 

effectively integrate products and services, and research and development, sales and marketing and 
support operations. 

If we fail to do any of these, we may suffer losses, our management may be distracted from day-to-day 
operations and the market price of our Class A common stock may be materially adversely affected. In 
addition, if we consummate future acquisitions using our equity securities or convertible debt, existing 
stockholders may be diluted which could have a material adverse effect on the market price of our Class A 
common stock. 

The companies and business units we have acquired or invested in or may acquire or invest in are subject 
to each of the business risks we describe in this section, and if they incur any of these risks the businesses 
may not be as valuable as the amount we paid. Further, we cannot guarantee that we will realize the benefits 
or strategic objectives we are seeking to obtain by acquiring or investing in these companies. 

Risks Related to Our CaDital Structure and Common Stock 

A maioritv of our Class A common stock is beneficiallv owned bv a s mall number of holders. and 
those holders could fherebv transfer control of us to a third parfv without anyone else‘s amroval or 
prevent a third par& from acauirina us. 

We have two classes of common stock: Class A common stock and Class B common stock. Holders of 
Class A common stock generally have the same rights as holders of Class B common stock, except that 
holders of Class A common stock have one vote per share while holders of Class B common stock have three 
votes per share. As of January 31, 2009, Maurice B. Tose, our President, Chief Executive Officer and 
Chairman of the Board, beneficially owned 6,876,334 shares of our Class B common stock and 
1,848,548 shares of our Class A common stock. Therefore, in the aggregate, Mr. Tose beneficially owned 
shares representing approximately 38.01 % of our total voting power, assuming no conversion or exercise of 
issued and outstanding convertible or exchangeable securities held by our other shareholders. Accordingly, on 
this basis, Mr. Tose can exert significant influence over us through his ability to determine the outcome of 
elections of directors, amend our charter and by-laws and take other actions requiring stockholder action, 
including mergers, going private transactions and other extraordinary transactions. Mr. Tose could, without 
seeking anyone else’s approval, transfer voting control of us to a third party. Such a transfer could have a 
material adverse effect on our stock price, and our business, operating results and financial condition. 
Mr. Tose is also able to prevent a change of control regardless of whether holders of Class A common stock 
might benefit financially from such a transaction. 
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Our aovernina comorate documents contain certain anti-takeover orovisions that could wevent a 
chanae of control that mav be favorable to shareholders. 

We are a Maryland corporation. Anti-takeover provisions of Maryland law and provisions contained in our 
charter and by-laws could make it more difficult for a third party to acquire control of us, even if a change in 
control would be beneficial to shareholders. These provisions include the following: 

authorization of the board of directors to issue “blank check” preferred stock; 

prohibition of cumulative voting in the election of directors; 

our classified board of directors; 

limitation of the persons who may call special meetings of stockholders; 

prohibition on stockholders acting without a meeting other than through unanimous written consent; 

supermajority voting requirement on various charter and by-law provisions; and 

establishment of advance notice requirements for nominations for election to the board of directors or for 

These provisions could delay, deter or prevent a potential acquirer from attempting to obtain control of us, 

proposing matters that can be acted on by stockholders at stockholder meetings. 

depriving shareholders of an opportunity to receive a premium for Class A common stock. These provisions 
could therefore materially adversely affect the market price of our Class A common stock. 

Because this reDort contains forward-lookina statements. it may not wove to be accurate, 

This report, including the documents we incorporate by reference, contains forward-looking statements and 
information relating to our Company. These statements are based upon our current expectations and 
assumptions that are subject to a number of risks and uncertainties that would cause actual results to differ 
materially from those anticipated. We generally identify forward-looking statements using words like “believe,” 
“intend,” “expect,” “may,” “should,” “plan,” “project,” “contemplate,” “anticipate,” or other similar statements. We 
base these statements on our beliefs as well as assumptions we made using information currently available to 
us. We do not undertake to update our forward-looking statements or risk factors to reflect future events or 
circumstances. 

Statements in this report that are forward-looking include, but are not limited to, the following statements 
that 

(i) we are well positioned to address the evolving integration needs of our clients through our expertise in 

(ii) we are developing relationships with communication infrastructure providers and we intend to expand 

(iii) we plan to continue to develop and sell software and engineered systems which we will deliver through 

messaging and location determination; 

our domestic and international carrier base; 

deployment in customer networks or through hosted and subscription business models and we believe that our 
software is positioned for early adoption by carriers; 

(iv) wireless growth is expected to continue to increase in all regions around the world for the foreseeable 
future; 

(v) both the number of users and messages per individual are projected to increase significantly; 

(vi) we will continue to develop network software for wireless carriers that operate on all major types of 

(vii) we will continue to leverage our knowledge of complex call control technology to unlock valuable 

(viii) we will continue to invest in our underlying technology and to capitalize on our expertise to meet the 
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(ix) we intend to continue to selectively consider acquisitions of companies and technologies in order to 
increase the scale and scope of our operations, market presence, products, services and customer base; 

(x) the Broadband Global Area Network upgrade of the lnmarsat satellite constellation expands our 
opportunity for SwiftLink sales volume; 

(xi) we believe our expertise in the area of wireless E9-1-1, location and messaging services, and secure 
satellite communications can be leveraged into providing products and services to the Federal agencies; 

(xii) we are continuing to enhance our deployable communication systems product line to take advantage of 
the evolving environment of satellite communications; 

(xiii) we believe that our company enjoys a competitive advantage because of its secure teleport and 
integration capabilities along with deployable systems as a bundled offering; 

(xiv) federal agencies, as well as state and local governments, are increasingly contracting with specialist 
teams for functions such as network management, and for long-term projects such as software development 
and systems integration; 

(xv) we expect to continue generate significant portions of our total revenue from our largest customers; 

(xvi) we expect to realize $116.0 million of backlog within the next twelve months; 

(xvii) the bases on which we expect to continue to compete, 

(xviii) we expect to require increasing levels of support from subcontractors and vendors and expand our 

(xix) we believe we have sufficient capital resources to meet our anticipated cash operating expenses, 

(xx) that we believe our capitalized research and development expense will be recoverable from future 

(xxi) we believe our intellectual property assets are valuable and that we may realize revenue from patent 

(xxii) we believe we should not incur an material liabilities from customer indemnification requests; 

(xxiii) the WWSS procurement vehicle is expected to contribute to significant sales growth and that we 

(xxiv) expectations about the amount of future non-cash stock compensation; 

(xxv) our assumptions and expectations related to income taxes and deferred tax assets; 

(xxvi) we do not expect that the adoption of new accounting standards to have a material impact on the 

(xxvii) statements about financial covenants related to our loan agreements. 

This list should not be considered exhaustive. 

work under contract vehicles; 

working capital and capital expenditure and debt services needs for the next twelve months; 

gross profits generated by the related products; 

infringement claims; 

expect to fulfill the potential values under WWSS orders; 

company's financial statements, and 

Item 1 B. Unresolved Staff Comments 

None. 

jtem 2.Pro~ettie.s 

Our principal executive office is located in Annapolis, Maryland in a 29,000 square foot facility under a 
lease expiring in March 2011. We have a second 17,000 square foot facility in Annapolis, Maryland under a 

I lease expiring in April 2013. The Annapolis facilities are utilized for the executive and administrative offices, as 
well as portions of our Commercial and Government Segments. Other leased facilities include a 49,900 square 
foot facility in Seattle, Washington under a lease expiring in September 2010, an 11,000 square foot facility in 
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Oakland, California under a lease expiring August 2012. During 2008, we vacated a former site and moved our 
Tampa, Florida operations to 45,600 flex-space facility under a lease expiring in December 2014. We also 
lease a hosting facility in Phoenix, Arizona under a lease that expires in February 2010, which is utilized by our 
Commercial Segment. 

In addition to the leased office space, we own a 7-acre teleport facility in Manassas, Virginia for teleport 
sewices for our Government Segment customers. 

Item 3.Leual Proceedinus 

and a director, and several investment banks that were the underwriters of our initial public offering (the 
“Underwriters”): Highstein v. TeleCommunication Systems, Inc., et al., United States District Court for the 
Southern District of New York, Civil Action No. 01-CV-9500. The plaintiffs seek an unspecified amount of 
damages. The lawsuit purports to be a class action suit filed on behalf of purchasers of our Class A Common 
Stock during the period August 8, 2000 through December 6, 2000. The plaintiffs allege that the Underwriters 
agreed to allocate our Class A Common Stock offered for sale in our initial public offering to certain purchasers 
in exchange for excessive and undisclosed commissions and agreements by those purchasers to make 
additional purchases of our Class A Common Stock in the aftermarket at predetermined prices. The plaintiffs 
allege that all of the defendants violated Sections 11, 12 and 15 of the Securities Act, and that the underwriters 
violated Section 10(b) of the Exchange Act, and Rule lob-5 promulgated thereunder. The claims against us of 
violation of Rule lob-5 have been dismissed with the plaintiffs having the right to re-plead. On February 15, 
2005, the District Court issued an Order preliminarily approving a settlement agreement among class plaintiffs, 
all issuer defendants and their insurers, provided that the parties agree to a modification narrowing the scope 
of the bar order set forth in the settlement agreement. The parties agreed to a modification narrowing the 
scope of the bar order, and on August 31, 2005, the court issued an order preliminarily approving the 
settlement. On December 5, 2006, the United States Court of Appeals for the Second Circuit overturned the 
District Court‘s certification of the class of plaintiffs who are pursuing the claims that would be settled in the 
settlement against the underwriter defendants. Plaintiffs filed a Petition for Rehearing and Rehearing En Banc 
with the Second Circuit on January 5, 2007 in response to the Second Circuit‘s decision. On April 6, 2007, the 
Second Circuit denied plaintiffs’ rehearing petition, but clarified that the plaintiffs may seek to certify a more 
limited class in the District Court. On June 25, 2007, the District Court signed an Order terminating the 
settlement. On November 13, 2007, the issuer defendants in certain designated “focus cases” filed a motion to 
dismiss the second consolidated amended class action complaints that were filed in those cases. On 
March 26, 2008, the District Court issued an Opinion and Order denying, in large part, the motions to dismiss 
the amended complaints in the “focus cases.” We intend to continue to defend the lawsuit until the matter is 
resolved. We have purchased Directors and Officers insurance policy which we believe should cover any 
potential liability that may result from these claims, but can provide no assurance that any or all of the costs of 
the litigation will ultimately be covered by the insurance. No reserve has been created for this matter. More 
than 300 other companies have been named in nearly identical lawsuits that have been filed by some of the 
same law firms that represent the plaintiffs in the lawsuit against us. 

Mobile 365 (now Sybase 365, a subsidiary of Sybase Inc.) and VViderThan Americas for patent infringement 
related to U.S. patent No. 6,985,748, Inter-Carrier Short Messaging Service Providing Phone Number Only 
Experience (”the ’748 patent”), issued to the Company. We resolved the matter with regard to WiderThan 
Americas, and, during the second quarter of 2007, we received a favorable jury decision that Sybase 365 
infringed the claims of our patent. The jury awarded us a one-time monetary payment in excess of $10 million 
for past damages and a 12% royalty. The jury also found Sybase 365’s infringement willful and upheld the 
validity of the patent. After the jury verdict, both parties filed post-trial motions. The court denied Sybase 365’s 
post-trial motion for a new trial or a judgment in its favor, granted our motion for a permanent injunction 
prohibiting any further infringement by Sybase 365, but stayed the injunction pending the outcome of any 
appeal that may be filed, reduced the jury verdict damages award by $2.2 million and vacated the jury finding 
of willful infringement. We expect that Sybase 365 will appeal from the final judgment of the district court to 
U.S. Court of Appeals for the Federal Circuit. In the first quarter of 2008, Sybase 365 filed a request for 
reexamination of the ‘748 patent 

In November 2001, a shareholder class action lawsuit was filed against us, certain of our current officers 

On July 12, 2006, we filed suit in the United States District Court for the Eastern District of Virginia against 
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claiming that the patent is invalid. In the second quarter of 2008, the United States Patent and Trademark 
Office granted the request and began the requested reexamination of the ‘748 patent. There can be no 
assurances to what extent the matter will continue to be successful, if at all. Additionally, we could become 
subject to counterclaims or further challenges to the validity of the ’748 patent, To date, the Company has not 
received or recorded any amounts related to this jury award. 

Other than the items discussed immediately above, we are not currently subject to any other material legal 
proceedings. However, we may from time to time become a party to various legal proceedings arising in the 
ordinary course of our business. 

c 

Item 4.Submission of Matters to a Vote of Securitv Holders 

None. 

Part I1 

Item 5.Market for Reaistrant’s Common Eauitv. Related Stockholder Matters and Issuer Purchases of 

Our Class A Common Stock has been traded on the NASDAQ Global Market under the symbol “TSYS” 
since our initial public offering on August 8, 2000. The following table sets forth, for the periods indicated, the 
high and low closing prices for our Class A Common Stock as reported on the NASDAQ Global Market: 

Eauitv Securities 

High Low 

Fourth Quarter 2007 $ 4.55 $ 3.02 

As of February 20, 2009, there were approximately 263 holders of record of our Class A Common Stock, 
and there were 8 holders of record of our Class B Common Stock. 

Dividend Policy 

We have never declared or paid cash dividends on our common stock. We currently intend to retain any 
future earnings to fund the development, growth and operation of our business. Additionally, under the terms of 
our loan arrangements, our lender’s prior written consent is required to pay cash dividends on our common 
stock. We do not currently anticipate paying any cash dividends on our common stock in the foreseeable 
future. 

Change in Securities and Use of Proceeds 

the rate of 14% per annum, and (ii) warrants to purchase an aggregate of 1.75 million shares of our Class A 
Common Stock at an exercise price of $2.40 per share. We received net cash proceeds of approximately 
$9.3 million from this transaction, which were used for general corporate purposes. In December 2008, the 
holders of 1 .I million warrants issued in 2006 exercised those warrants and 1.1 million shares were issued. 
The remaining 0.7 million warrants remain outstanding and expire March 2011. 

In March 2006, we issued (i) $10 million of secured notes due March 10, 2009, which bore cash interest at 
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The consummation of the note purchase agreement and the issuance of notes and warrants thereunder 
were conducted as a private placement made to accredited investors in a transaction exempt from the 
registration requirements of the Securities Act. 

in connection with these transactions have been registered under the Securities Act. 
With the exception of the notes and warrants issued in March 2006, all of the other securities issued by us 

Issuer Purchases of Equity Securities 

None. 
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Stock Performance Graph 

Stock with the cumulative total return of the Nasdaq Global Market U.S. Index and a mobile data index 
prepared by the Company of the following relevant publicly traded companies in the commercial and 
government sectors in which we operate: Openwave Systems, Inc.; Comtech Telecommunications Corp.; 
Sybase, Inc.; Cornverse Technology Inc.; Globecomm Systems Inc.; NCI Inc.; NeuStar, Inc.; Syniverse 
Holdings, Inc.; and ViaSat Inc. (the “New Peer Group”) 

follows: Comtech Telecommunications Corp. was added to the remaining companies to comprise the ”New 
Peer Group” because its mobile communications systems and satellite services business lines are comparable 
to our Government Segment business. 

The following graph compares the cumulative total shareholder return on the Company’s Class A Common 0 

The composition of the Mobile Data Index has been changed from last year (the “Old Peer Group”) as 

The information provided is from January 1, 2002 through December 31, 2008 

This performance graph shall not be deemed “tiled” for purposes of Section 18 of the Exchange Act, or 
incorporated by reference into any filing of the Company under the Securities Act or the Exchange Act, except 
as shall be expressly set forth by specific reference in such filing. The stock price performance shown on the 
graph below is not necessarily indicative of future price performance. 
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jtem 6,Selecfed Financial Data 

The table that follows presents portions of our consolidated financial statements. You should read the 
following selected financial data together with our audited Consolidated Financial Statements and related 
notes and with “Management’s Discussion and Analysis of Financial Condition and Results of Operations” and 
the more complete financial information included elsewhere in this Form 10-K. We have derived the statement 
of operations data for the years ended December 31, 2008, 2007, and 2006 and the balance sheet data as of 
December 31, 2008 and 2007 from our consolidated financial statements which have been audited by Ernst & 
Young LLP, independent registered public accounting firm, and which are included in Item 15 of this 
Form 10-K. We have derived the statement of operations data for the years ended December 31, 2005 and 
2004 and the balance sheet data as of December 31,2006, 2005, and 2004, from our audited financial 
statements which are not included in this Form 10-K. The historical results presented below are not necessarily 
indicative of the results to be expected for any future fiscal year. See “Management‘s Discussion and Analysis 
of Financial Condition and Results of Operations.” As a result of implementation of SFAS 123(R) in 2006, our 
non-cash stock compensation expense has been allocated to direct cost of revenue, research and 
development expense, sales and marketing expense, and general and administrative expense in our 
continuing operations as well as discontinued operations. 

Year Ended December 31, 
2008 2007 2006 2005 2004 

(in millions, except share and per share data) 
Statement of Operations Data: 

Revenue Services $ 101.4 $ 88.1 $ 88.4 $ 75.0 $ 60.2 
Systems 118.8 56.1 36.6 36.7 

Total revenue 220.2 144.2 124.9 96.9 
Direct cost of services revenue 61.6 52.2 52.5 39.2 30.9 

Total direct cost of revenue 138.9 90.1 70.4 52.1 
Services gross profit 39.8 35.9 35.8 35.8 29.3 
Systems gross profit 41.5 18.2 18.7 9.5 15.5 

Total gross profit 81.3 54.1 54.5 45.2 44.8 
Research and development expense 16.2 13.1 12.6 13.9 18.1 

General and administrative expense 28.2 19.3 17.0 15.0 15.0 
Depreciation and amortization of 

Amortization of goodwill and 0th 

Direct cost of systems revenue 77.3 37.9 17.9 21.2 

Sales and marketing expense 13.7 11.9 11.7 10.5 9.0 

property and equipment 6.2 

intangible assets 0.1 
Total operatinq costs and - 

expenses 64.2 50.6 49.3 48.2 - 
Income/(loss) from operations 25.2 3.5 5.2 (3.0) 
Interest expense (0.9) (1.8) (1.8) (0.7) 
Amortization of debt discount and 

debt issuance expenses, including 
(3.2) - $2,458 write-off in 2007 (0.2) 

Debt conversion expense - 
Other (expense)/income, net 0.2 0.5 

- (1 .O) 
Benefit from income taxes 33 3 - 

(7.9) 

(15.9) 

Net income/(l 57.6 (1.3) 
Income/(loss) from continuina ” 

Loss from discontinued operations per 
(0.01) (0.59) 3 (0.08) 

diluted $ (0103 (0. (0.56) 
share - 

43,063 41,453 39,430 38,823 33,381 
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As of December 31, 
2008 2007 2006 2005 2004 

(in millions) 
----- 

Balance Sheet Data: 
$ 39.0 

79.1 
182.0 

11.8 
67.7 

11 4.3 
38.2 48.6 
44.0 35.1 

82.1 83.6 

1 
38.2 48.6 
44.0 35.1 

9.3 $ 
27.5 
90.6 

16.5 
41.5 
49.1 

18.3 
20.2 

102.4 

18.4 
42.9 
59.5 

Item 7.Manaaement's Discussion and Analvsis of Financial Condition and Resulfs of ODerafions 

Critical Accounting Policies and Estimates 

Management's Discussion and Analysis of Financial Condition and Results of Operations addresses our 
consolidated financial statements, which have been prepared in accordance with U.S. generally accepted 
accounting principles. The preparation of these financial statements requires management to make estimates 
and assumptions that affect the reported amounts of assets and liabilities at the date of the financial 
statements and the reported amounts of revenues and expenses during the reporting period. On an on-going 
basis, management evaluates its estimates and judgments. Management bases its estimates and judgments 
on historical experience and on various other factors that are believed to be reasonable under the 
circumstances, the results of which form the basis for making judgments about the carrying value of assets 
and liabilities that are not readily apparent from other sources. Actual results may differ from these estimates 
under different assumptions or conditions. We have identified our most critical accounting policies and 
estimates to be those related to the following: 

Revenue Recognition. The Company records revenue from multiple element arrangements under the 
guidance governed by AcSEC Statement of Position (SOP) No. 97-2 "Software Revenue Recognition", as 
modified by SOP No. 98-9 "Software Revenue Recognition, With Respect to Certain Transactions", SEC Staff 
Accounting Bulletin SAB no. 104 "Revenue Recognition in Statements" and ElTF Issue Number 00-21 
"Revenue Arrangements with Multiple Deliveries." At the time of entering into each customer agreement or 
arrangement, each element is identified and the revenue, cost of revenue, and gross profit for each deliverable 
is recorded and presented separately as either systems or services. The sale of products and product related 
solutions to customers are classified as systems revenue within the Company's Statement of Operations. This 
typically is an integrated solution that may include licenses, hardware and labor to deliver the product and/or 
solution per the customer's specifications. Services revenue include the elements of the contract typically 
related to maintenance or other recurring services performed over an extended period. Each of these captions 
represents more than 10 percent of the Company's total revenue. There is no other category of revenue 
described in Rule 5-03 of Regulation S-X in which the Company is currently engaged, so that further sub 
captions are not necessary at this time. The Company considered Rule 5-03 of Regulation S-X as it relates to 
the labor portion of the systems revenue. The Company will continue to periodically assess the materiality of 
the labor portion of systems revenue and classify the amount as services if significant. 

Under the provisions of SOP 97-2, if significant customization IS not required, the Company recognizes 
revenue for all delivered elements of a software sale at the point when all four criteria of revenue recognition 
are met and, the Company has vendor-specific objective evidence (VSOE) of fair value for all identified 
undelivered elements. We sell communications systems incorporating our licensed software for enhanced 
services, including text messaging and location-based services to wireless carriers. These systems are 
designed to incorporate our licensed software. Systems revenues typically contain multiple elements, which 
may include the product license, installation, integration, and hardware. The total arrangement fee is allocated 
among each element based on vendor-specific objective evidence of the fair value of each of the elements. 
Fair value is generally determined based on the price charged when the element is sold separately. In the 
absence of evidence of fair value of a delivered element, revenue is allocated first to the undelivered elements 
based on fair value and the residual revenue to the delivered elements. The software licenses are generally 
perpetual licenses for a specified volume 
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of usage, along with the purchase of annual maintenance at a specified rate. We recognize license fee 
revenue when each of the following has occurred: (1) evidence of an arrangement is in place; (2) we have 
delivered the software; (3) the fee is fixed or determinable; and (4) collection of the fee is probable. Software 
projects that require significant customization are accounted for under the percentage-of-completion method. 
We measure progress to completion using costs incurred compared to estimated total costs or labor costs 
incurred compared to estimated total labor costs for contracts that have a significant component of third-party 
materials costs. We recognize estimated losses under long-term contracts in their entirety upon discovery. If 
we did not accurately estimate total costs to complete a contract or do not manage our contracts within the 
planned budget, then future margins may be negatively affected or losses on existing contracts may need to 
be recognized. Software license fees billed and not recognized as revenue are included in deferred revenue. 

The Company recognizes contract revenue as billable costs are incurred and for fixed-price product 
delivery contracts using the percentage-of-completion method or proportional performance method, measured 
by either total labor costs or total costs incurred compared to total estimated labor costs or total costs to be 
incurred in accordance with Statement of Position 81-1 ~ We recognize estimated losses on contracts in their 
entirety upon discovery. If we did not accurately estimate total labor costs or total costs to complete a contract 
or do not manage our contracts within the planned budget, then our future margins may be negatively affected 
or losses on existing contracts may need to be recognized. 

Acquired Intangible Assets. The acquired intangible assets are amortized over their useful lives of 
between five and nineteen years, based on the greater of the straight-line method or the revenue curve 
method. We evaluate acquired intangible assets when events or changes in circumstances indicate that the 
carrying values of such assets might not be recoverable. Our review of factors present and the resulting 
appropriate carrying value of our acquired intangible assets are subject to judgments and estimates by 
management. Future events such as a significant underperformance relative to historical or projected future 
operating results, significant changes in the manner of our use of the acquired assets, and significant negative 
industry or economic trends could cause us to conclude that impairment indicators exist and that our acquired 
intangible assets might be impaired. There have been no changes in the valuation of the Company’s acquired 
intangible assets for the current period. The expense recognized in 2008, 2007, and 2006 relates to the 
intangible assets acquired with the 2004 acquisition of assets from Kivera Inc., including customer lists, 
customer contracts, trademarks, and patents. 

Impairment of  Goodwill. The Company performs an annual analysis of our goodwill for impairment in 
accordance with SFAS 142, “Goodwill and ofher Intangible Assefs”. The analysis of goodwill includes, among 
other factors, estimating future cash flows to be received from the assets. At December 31, 2008, goodwill was 
$1.8 million and we determined that the fair value of our goodwill exceeded the carrying value. Material 
differences in our assumptions and valuations in the future could result in a future impairment loss. 

Stock Compensation Expense. Effective January 1, 2006, we adopted the fair value recognition 
provisions of SFAS 123(R), using the modified prospective transition method. Under the fair value recognition 
provisions of SFAS 123(R), we estimate the fair value of our employee stock awards at the date of grant using 
the Black-Scholes option pricing model, which requires the use of certain subjective assumptions. The most 
significant of these assumptions are our estimates of expected volatility of the market price of our stock and 
the expected term of the stock award. We have determined that historical volatility is the best predictor of 
expected volatility and the expected term of our awards was determined taking into consideration the vesting 
period of the award, the contractual term and our historical experience of employee stock option exercise 
behavior. We review our valuation assumptions at each grant date and, as a result, we could change our 
assumptions used to value employee stock-based awards granted in future periods. In addition, we are 
required to estimate the expected forfeiture rate and only recognize expense for those awards expected to 
vest. If our actual forfeiture rate were materially different from our estimate, the stock-based compensation 
expense would be different from what we have recorded in the current period. SFAS 123(R) requires that 
employee stock-based compensation costs be recognized over the vesting period of the award and we have 
elected the straight-line method as the basis for recording our expense. 

Taxes”. We use the asset and liability method of accounting for deferred income taxes. We assess the 
likelihood 

0 

Income Taxes. Income taxes are accounted for under the provisions of SFAS 109, “Accounting for Income 
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that our deferred tax assets will be recovered from future taxable income. Significant management judgment is 
required in determining any valuation allowance recorded against the net deferred tax assets. Our evaluation 
of the realizability of our deferred tax assets is inherently subjective and is based on our analysis and 
weighting of various positive and negative evidence available to us. This evaluation includes estimates and 
assumptions about a number of market, execution and economic variables. It is possible that actual results 
may differ from assumptions and require adjustments to allowances. On January 1, 2007, the Company 
adopted the FASB issued Interpretation No. 48, “Accounting for Uncertainty in Income Taxes” (FIN 48) which 
prescribes a minimum recognition threshold and measurement attribute for the financial statement recognition 
and measurement of a tax position. FIN 48 also provides guidance on derecognition, measurement, 
classification, interest and penalties, accounting interim periods, disclosure and transition. If a tax position does 
not meet the more-likely-than-not initial recognition threshold, no benefit is recorded in the financial 
statements. 

Overview and Recent Developments 

We operate fwo business segments: (i) our Commercial Segment, which consists principally of enhanced 
communication services to and from wireless phones, location application software, our E9-1-1 application and 
other hosted services for wireless carriers and Voice Over IP service providers, and (ii) our Government 
Segment, which includes the design, development and deployment of information processing and 
communication systems, mainly satellite-based, and related services to government agencies. 

information that our management believes to be necessary to achieve a clear understanding of our financial 
statements and results of operations. 

Our management monitors and analyzes a number of Performance indicators in order to manage our 
business and evaluate our financial and operating performance. Those indicators include: 

Revenue and gross profit. We derive revenue from the sales of systems and services including recurring 
monthly service and subscriber fees, maintenance fees, software licenses and related service fees for 
the design, development, and deployment of software and communication systems, and products and 
services derived from the delivery of information processing and communication systems to 
governmental agencies. 

This Management‘s Discussion and Analysis of Financial Condition and Results of Operations provides 

Gross profit represents revenue minus direct cost of revenue, including cerfain non-cash costs. The 
major items comprising our cost of revenue are compensation and benefits, third-party hardware and 
software, amortization of software development costs, non-cash stock-based compensation, and 
overhead expenses. The costs of hardware and third-party software are primarily associated with the 
delivery of systems, and fluctuate from period to period as a result of the relative volume, mix of projects, 
level of service support required and the complexity of customized products and services delivered. 
Amortization of software development costs, including acquired technology, is associated with the 
recognition of systems revenue from our Commercial Segment. 

Operating expenses. Our operating expenses are primarily compensation and benefits, professional fees, 
facility costs, marketing and sales-related expenses, and travel costs as well as certain non-cash 
expenses such as non-cash stock compensation expense, depreciation and amortization of property and 
equipment, and amortization of acquired intangible assets. 

other sources of our liquidity are our leases secured for the purchase of equipment and potential 
borrowings under our credit lines. 

outstanding as important indicators of our financial health. 

Liquidity and cash flows. The primary driver of our cash flows is the results of our operations. Important 

Balance sheet, We view cash, working capital, and accounts receivable balances and days revenues 
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Results of Operations 

Revenue and Cost of Revenue 

The followins discussion addresses the revenue and cost of revenue for the two segments of our business. 
For information yegarding the results of the Enterprise assets, see Discontinued Opera8on.s - Enferprise 
assefs below. 

Commercial Segment: 

2008 vs. 2007 vs. - 
2007 2006 

2007 $ Yo 2006 5 % - - -- - --  ~ 2008 ($ in millions) 

Services revenue 

Direct cost of services 
Direct cost of system 

Total Commercial Segment cost of 
revenue 41.3 34.4 6.9 20% 

- - -  
Segment gross profif as a percent of 

revenue 59 % 54% 52% 

(I) See discussion of segmenf reporting in Note 20 to the audited Consolidafed Financial Sfafemenk 
presenfed elsewhere in this Annual Report on Form IO-K. 

Commercial Services Revenue and Cosf of Revenue: 

service providers, hosted Position Determining Entity (PDE) service, and hosted Location Based Service (LBS) 
applications. Revenue from these offerings primarily consists of monthly recurring service fees and is 
recognized in the month earned. E9-1-1, PDE, VolP and hosted LBS service fees are priced based on units 
served during the period, such as the number of customer cell sites served, the number of connections to 
Public Service Answering Points (PSAPs), or the number of customer subscribers served. Subscriber service 
revenue is generated by client software applications for wireless subscribers such as Rand McNallyQ Traffic. 
Maintenance fees on our systems and software licenses are collected in advance and recognized ratably over 
the maintenance period. Unrecognized maintenance fees are included in deferred revenue. Custom software 
development, implementation and maintenance services may be provided under time and materials or 
fixed-fee contracts. 

service customer volume and new hosted service customers and increased maintenance fees due to higher 
cumulative system license sales. The 2% decrease in 2007 from 2006 was due to decreases in average fees 
received per unit under pricing arrangements with some wireless E9-1-1 customers, and the loss of a mid-tier 
carrier customer in the third quarter of 2006 offset by increased maintenance revenue on our installed software 
base. 

The direct cost of our services revenue consists primarily of compensation and benefits, network access, 
data feed and circuit costs, and equipment and software maintenance. The direct cost of maintenance revenue 
consists primarily of compensation and benefits expense. For the year ended December 31, 2008, the direct 
cost of service revenue increased 10% over the same period in 2007 in direct relation to increase in revenues. 
For the year ended December 31, 2007, the direct cost of services revenue decreased 6% compared to 2006. 
During 2007, we incurred less labor and direct costs related to custom development efforts and deployment 

Our hosted offerings include our E9-1-1 service for wireless and Voice over Internet Protocol (VolP) E9-1-1 

Our commercial services revenue increased $5.6 million or 10% in 2008 from 2007 due to growth in hosted 
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requirements of VolP E9-1-1 infrastructure than in 2006. While we increased the number of cell sites, 
subscribers and public safety answering points (PSAPs) served, our overall circuit and data access costs were 
relatively consistent year to year. For 2008, the cost of circuit and other data access costs accounted for 
approximately 13% of total direct costs of commercial service revenues. The cost of circuit and other data 
access costs accounted for approximately 15% and 11 % of the total direct costs of our commercial service 
revenues for 2007 and 2006 respectively. 

higher revenue with a comparable percentage increase in labor, fringe and contractor costs. Commercial 
services gross profit in 2007 was 4% higher than in 2006 based on improved operating efficiencies. 

Commercial services gross profit for the year ended December 31,2008 was 9% higher than in 2007 on 

Commercial Systems Revenue and Cost of Revenue 

messaging and location-based services to wireless carriers. These systems are designed to incorporate our 
licensed software. We design our software to ensure that it is compliant with all applicable standards. 
Licensing fees for our carrier software are generally a function of its volume of usage in our customers' 
networks. As a carrier's subscriber base or usage increases, the carrier must purchase additional capacity 
under its license agreement and we receive additional revenue. We may also realize license revenue as a 
result of infringement claims that we make in enforcing our patents. In 2006, we reached a settlement on a 
patent infringement case and won a jury award of more than $10 million in another infringement case; no 
revenue has been recognized on the second case pending post trial motions, appeals, and potential 
settlement. 

messaging capacity and customer hardware upgrades. Commercial systems revenue in 2007 was 4% lower 
than in 2006 due mainly to lower sales of text messaging licenses. 

third-party software, travel expenses, and consulting fees as well as the amortization of both acquired and 
capitalized software development costs for all reported periods. The direct cost of the license component of 
systems is normally very low, and the gross profit very high since the software development efforts were 
expensed in prior periods. The direct cost of systems includes amortization of software development costs of 
$2.1 million, $1.5 million, and $1.3 million, respectively, in 2008, 2007, and 2006. 

Our commercial systems gross profit was $28.5 million in 2008, a 148% or $17.0 million increase from 
2007. Commercial systems gross profit was $1 1.5 million in 2007, or a 4% decrease from 2006. Systems 
gross margins are higher in periods when systems revenue includes a higher proportion of software licenses 
relative to third party system components and integration labor, as was the case in 2008 and 2006. 

We sell communications systems incorporating our licensed software for enhanced services, including text 

Commercial systems revenue in 2008 was 127% higher than in 2007 due to higher sales of licenses for text 

The direct cost of commercial systems consists primarily of compensation, benefits, purchased equipment, 
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Government Segment: 

2008 vs. 2007 2007 vs. 2006 

2008 2007 f % 2006 5 % ($ in millions) e - - --- -- 
Services reve 36.9 29.3 26% 8.6 
Systems revenue 81.4 39.6 06% 

Direct cost of services 29.2 22.8 6.4 28% 21.1 1.7 8% 
Direct cost of syste 08% 159% 

Total Government Segment cost of 
revenue 

- - -  
Segment gross profit as a percent of 

revenue 78% 19% 30% 

(I) See discussion of segment reporting in Note 20 fo the audited Consolidated Financial Statements 
presented elsewhere in this Annual Report on Form 40-K. (NM = Not meaningful) 

For 2008, Government Segment revenue increased 72% reflecting increases in both services and systems 
revenue. Government Segment revenue in 2007 and 2006 increased 44% and 32%, respectively, reflecting 
increases in both services and systems revenue. During the third quarter of 2006, we were one of six vendors 
selected by the U.S. Army to provide secure satellite services and systems under a five year contract vehicle, 
with a possible maximum value of up to $5 billion for the six vendors. The WWSS contract vehicle is expected 
to continue to contribute significant government systems sales growth through 2011. The Company's 
Government Segment has been awarded participation as a prime or sub-contractor to provide similar 
satellite-based technology under several other contract vehicles. For the year ended December 31, 2008, the 
Company was awarded 6 new delivery orders and received incremental funding against two delivery orders 
initially issued in 2008 under the W S S  vehicle with a total contract value of $84.5 million, of which 
$61.6 million was fulfilled, resultina in 2008 revenue. The total Dotential value of all W S S  awards received to 
date is $366.7 million of which $154 million has been funded which we currently expect to fulfill over the next 
three years. 

Governmenf Services Revenue and Cost of Revenue: 

$28.6 million in 2006. These increases were generated by new and expanded-scope contracts resulting from 
increased sales emphasis on communications and information technology service work, increased revenue 
generated from satellite airtime services using our teleport facilities, and maintenance and field support 
associated with our systems sales. Continuing growth is expected from higher usage of our teleport -related 
services and continuing incremental additions of technical outsource service personnel. System maintenance 
fees are collected in advance and recognized ratably over the maintenance periods. 

delivering these services, as well as satellite space segment purchased for resale to government customers. 
These costs increased as a result of the increased volume of service in all three years. 

Our gross profit from government services increased to $7.7 million in 2008 from $6.5 million in 2007 and 
$7.5 million in 2006. The growth in 2008 was realized from professional services, teleport usage, and 
maintenance on the installed base of systems. The decline in gross profit in 2007 was due to the lower 
average margins as a result of tighter average pricing in 2007 due to competition for the contracts as they were 
renewed or newly won. Gross profit as a percentage of revenue decreased in all three years as a result of 
lower average pricing on our mix of government customer contracts. 

Government services revenue increased to $36.9 million in 2008 from $29.3 million in 2007 and 

Direct cost of government service revenue consists of compensation, benefits and travel incurred in 
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Government Systems Revenue and Cost of Revenue: 

We generate government systems revenue from the design, development, assembly and deployment of 
information processing and communication systems, primarily deployable satellite-based communication 
systems, and integration of those systems into our customer networks. These are largely variations on our 
SwiftLinkB product line, which are lightweight, secure, deployable communication systems, sold to units of the 
US.  Departments of State, Justice and Defense, and other government agencies. Government systems sales 
more than doubled to $81.4 million in 2008 from $39.6 million in 2007, which was more than double the 
$19.3 million in 2006. The increases over the last three years in systems revenues were primarily due to 
increases in sales volume from the fulfillment of task orders under the WWSS 5-year contract vehicle, for 
which TCS was one of six awardees in September 2006. In July 2008, TCS was named the sole awardee of a 
delivery order contract with a potential value of $246 million over the next several years, under the WWSS 
procurement vehicle. 

The cost of our government systems revenue consists of purchased system components, compensation, 
benefits, travel, and the costs related to third-party contractors that we engage. These costs have increased 
over the three years presented as a direct result of the increase in volume. These equipment and third-party 
costs are variable for our various types of products, and margins may fluctuate between periods based on 
pricing and product mix. 

Our government systems gross profit in 2008 increased 96% over 2007 primarily due to higher sales 
volume under the WWSS procurement vehicle. Government systems gross profit was the same at $6.7 million 
in 2007 and 2006. In 2007, the effect of lower margins was offset by an increase over 2006 volume. 

I 

Operating Expenses: 

Research and Development Expense: 

2007 vs. 
2008 vs. 2007 2006 

2008 2007 $ % 2006 $ % - - -  ($ in millions) 

Research and development expense 
Percent of revenue 7% 9% 10% 

Our research and development expense consists of compensation, benefits, and a proportionate share of 
facilities and corporate overhead. The costs of developing software products are expensed prior to establishing 
technological feasibility. Technological feasibility is established for our software products when a detailed 
program design is completed. We incur research and development costs to enhance existing packaged 
software products as well as to create new software products including software hosted in our network 
operations center. These costs primarily include compensation and benefits as well as costs associated with 
using third-party laboratory and testing resources. We expense such costs as they are incurred unless 
technological feasibility has been reached and we believe that the capitalized costs will be recoverable. 

The expenses we incur relate to software applications which are being marketed to new and existing 
customers on a global basis. Throughout 2008, 2007, and 2006, research and development was primarily 
focused on cellular and hosted location-based applications, including Voice over IP E9-1-1, enhancements to 
our hosted location-based service platform, and wireless location-based service applications. Management 
continually assesses our spending on research and development to ensure resources are focused on products 
that are expected to achieve the highest level of success. In 2008, 2007, and 2006, we capitalized $0.5 million, 
$1.5 million, and $1.8 million, respectively, of software development costs for certain software projects in 
accordance with the above policy. The capitalized costs relate to our wireless location-based software. These 
costs will be amortized on a product-by-product basis using the straight-line method over the products' 
estimated useful life, not longer than three years. Amortization is also computed using the ratio that current 
revenue for the product bears to the total of current and anticipated future revenue for that product (the 
revenue curve method). If this revenue curve method results in amortization greater than the amount 
computed using the straight-line method, amortization is recorded at that greater amount. Amortization of 
software development costs is 

- - - -  
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recorded as a direct cost of revenue. We believe that these capitalized costs will be recoverable from future 
gross profits generated by these products. 

developers spent less time on work that was subject to capitalized expenditure accounting (discussed above), 
increased Company personnel assigned to software development work, and higher variable compensation in 
2008. Research and development expense increased 4% in 2007 from 2006. This increase is mainly due to 
more Company personnel assigned to software development work during 2007 than in 2006. 

Our research and development expenditures have yielded more than 65 patents, primarily for wireless 
messaging and location technology, and more than 21 0 pending patent applications. We believe that the 
intellectual property represented by these patents is a valuable asset that will contribute positively to our 
results of operations in 2009 and beyond. 

Research and development expense increased 24% in 2008 from 2007, primarily since software 

Sales and Marketing Expense: 

2007 vs. 
2008 vs. 2007 2006 

($ in millions) 2008 2007 $ % 2006 $ % 
Sales and marketing exp $ 13.7 11.9 $ 1.8 15% .$ 11.7 

- - -  - - - -  
Percent of revenue 6 8% 9 

advertising and public relations costs as well as a proportionate share of facility-related costs which are 
expensed as incurred. Our marketing efforts also include speaking engagements, and attending and 
sponsoring industry conferences. We sell our software products and services through our direct sales force 
and through indirect channels. We have also historically leveraged our relationships with original equipment 
manufacturers to market our software products to wireless carrier customers. We sell our products and 
services to agencies and departments of the U.S. government primarily through direct sales professionals. 
Sales and marketing costs increased 15% and 2% in 2008 and 2007, respectively, primarily as a result of 
adding additional Government Segment sales personnel, increased public relations fees, and an increase of 
approximately $0.9 million in variable compensation charges. The increase in 2007 was partially offset by 
reductions in senior sales and marketing executive staff costs. 

General and Adminisfrative Expense: 

Our sales and marketing expense includes compensation and benefits, trade show expenses, travel costs, 

2008 vs. 2007 2007 vs. 2006 
($ in millions) 2008 2007 $ % 2006 $ % 
General and adhjnjstrat $ 2  4% 

- - -  - - - -  
Percent of revenue 

General and administrative expense consists primarily of costs associated with management, finance, 
human resources and internal information systems. These costs include compensation, benefits, professional 
fees, travel, and a proportionate share of rent, utilities and other facilities costs which are expensed as 
incurred. The increase in 2008 included a charge for vacating a leased facility in Tampa, Florida, earlier than 
its December 2009 expiration, and variable Compensation of $8 million related to record revenue, operating 
profit, and net income for the year in accordance with formulas established for key employees at the beginning 
of the year. The 14% increase in 2007 over 2006 was primarily attributable to higher legal and advisory fees 
associated with intellectual property related activity. 
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Depreciation and Amortization of Properly and Equipment. 

($ in millions) 
2008 vs. 2007 2007 vs. 2006 

2008 2007 $ % 2006 $ % - - - -  
Average gross cost of property and 

equipment $ 50.4 $ 50.3 $ 0.1 NM $ 52.0 $ (1.7) (3%) 

Depreciation and amortization of property and equipment represents the period costs associated with our 
investment in information technology and telecommunications equipment, software, furniture and fixtures, and 
leasehold improvements. We compute depreciation and amortization using the straight-line method over the 
estimated useful lives of the assets. The estimated useful life of an asset generally ranges from five years for 
furniture, fixtures, and leasehold improvements to three to four years for most other types of assets including 
computers, software, telephone equipment and vehicles. In 2008 and 2007, our depreciable asset base has 
decreased as a result of assets purchased in previous years becoming fully depreciated. 

k 

Amortization of Acquired Intangible Assets: 

($ in millions) 

Amortization of acquired intangible assets $ 0.1 $ 0.1 $ - NM 

The acquired intangible assets associated with the Kivera Acquisition are being amortized over their useful 
lives of between five and nineteen years. The expense recognized in 2008, 2007, and 2006 relates to the 
intangible assets acquired in this acquisition, including customer lists, customer contracts, trademarks, and 
patents. 

2008 vs. 2007 2007 vs. 2006 
2008 2007 $ % 2006 $ % - - -  - - - -  

Interest Expense: 

2008 vs. 2007 vs. 
2007 2006 

2008 2007 $ % 2006 $ % - - -  ($ in millions) 

Interest expense incurred on notes 
payable and under our 
revolving credit-agreem 

Interest expense incurred 
lease obligations 

Amortization of deferred financing fees 
Amortization of debt discount 

- - - -  

--- 

e 

Interest expense is incurred under notes payable, an equipment loan, a line of credit, and capital lease 
obligations. Interest on notes, is primarily at stated interest rates of between 0.25% above prime rate and 
10.35% and line of credit borrowing is at the bank's prime rate, which was 3.25% as of December 31, 2008. 

On June 25, 2007, we refinanced $10 million secured notes with a new five year term loan payable to our 
principal bank. The borrowing rate under the new term loan is the prime rate plus 0.25% per annum (3.5% at 
December 31, 2008) and the loan is repayable in equal monthly installments of $0.2 million plus interest. The 
funds were used primarily to retire the March 2006 secured notes. This refinancing resulted in the $2.4 million 
write-off of unamortized debt discount and debt issuance expenses in the second quarter of 2007. In March 
2006, we issued $10 million of secured notes, with cash interest at the rate of 14% per annum, along with 
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warrants to purchase an aggregate of 1.75 million shares of our Class A Common Stock at an exercise price of 
$2.40 per share (2006 Warrants). 

In December 2006, we borrowed $5 million from Tatonka Capital under a 3 year note secured by the 
accounts receivable of one customer. Effective March 28, 2008, we paid this debt in full and modified the terms 
of the note to a line of credit. Under the line of credit agreement, the maximum indebtedness of the line is 
equal to the current maximum debt of $3.2 million ($1.7 million at December 31, 2008) less $0.2 million per 
month for the number of full months that have expired since the effective date. The maturity date of the line of 
credit is December 28, 2009. The borrowing rate is the London InterBank Offered Rate (LIBOR) plus 500 basis 
points. The Company has not borrowed against this Tatonka line. 

Our bank line of credit expires in June 2010, and our maximum line of credit is $22 million. Borrowings at 
any time are limited to an amount based principally on accounts receivable levels as defined in the amended 
line of credit agreement. Our potential borrowing under the amended line of credit agreement is also reduced 
by the amount of letters of credit outstanding which totaled about $2.3 million at December 31, 2008. There 
were no borrowings under our bank line of credit during 2008. 

Cash interest expense on notes payable was lower for the year ended December 31,2008 due to the 
lower-cost refinancing in 2007 of higher priced March 2006 debt, and lower average bank borrowings. Interest 
on capital lease financing was about the same in both periods. Cash interest expense on notes payable was 
slightly higher for the year ended December 31, 2007 than in 2006 mainly due to the effect of the higher priced 
March 2006 debt while it was outstanding. The interest incurred on the March 2006 notes, partially offset by 
reduced average principal balances on our revolving credit and other notes payable, caused our total interest 
expense to be higher in 2006. 

Deferred financing fees relate to the up-front expenditures at the time of contracting for notes payable and 
our revolving line of credit facility, which are being amortized over the term of the note or the life of the facility. 
The higher 2007 and 2006 amortization reflects fees to borrow the 2006 Notes. 

The amortization of debt discount in 2007 and 2006 relates to the 2006 Warrants as well as adjustment to 
the terms of warrants issued in connection with 2004 financings. The value of the 2006 Warrants was 
estimated to be $2.9 million, determined using the Black-Scholes option-pricing model, which was recorded as 
a debt discount and additional paid-in capital in 2004. The value of the adjustments to the 2004 Warrants was 
estimated to be $0.6 million using the Black-Scholes option-pricing model, which was recorded as a debt 
discount and additional paid-in capital in the first quarter of 2006. The total debt discount at issuance was 
being amortized to interest expense over the three year life of the 2006 Notes, yielding an effective interest 
rate of 75.2%. The 2006 Notes were written off with the 2007 refinancing. 

Our capital lease obligations include interest at various amounts depending on the lease arrangement. Our 
interest under capital leases fluctuates depending on the amount of capital lease obligations in each year, and 
the interest under those leases, has remained relatively constant since 2006. The interest cost of capital lease 
financings was about the same in the years ending December 31,2008,2007, and 2006. 

Our interest and financing expense decreased in 2008 over 2007 primarily as a result of retiring our March 
2006 and December 2006 borrowings. Interest and financing expense increased in 2007 over 2006 due mainly 
to the write-off of the amortization of debt discount and financing fees associated with the refinancing of our 
March 2006 debt. 

Other Income, Net: 

2008 vs. 2007 vs. 
2007 2006 

($ in millions) 2008 2007 $ % 2006 $ % - - -  - - - -  
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For the year ended December 31, 2008, Other income, net consisted primarily of $0.7 interest income 
earned on investment accounts, and $0.1 million net gain on foreign currency translation/transaction, which is 
dependent on fluctuations in currency exchange rates. We record the effects of foreign currency translation on 
our cash, receivables and deferred revenues that are stated in currencies other than our functional currency. 
The Company also recorded a 2008 loss of $0.8 million from the decline in the fair market value of certain 
securities considered to be other than temporary. The other components of other income, net, were about the 
same as in periods. 

Income Taxes: 

The Company accounts for income taxes in accordance with SFAS No. 109, Accounting for Income Taxes 
("SFAS 109). Under SFAS 109, deferred tax assets and liabilities are computed based on the difference 
between the financial statement and income tax basis of assets and liabilities using the enacted marginal tax 
rate. Upon the adoption of FIN 48 on January 1, 2007, the estimated value of the Company's uncertain tax 
positions was a liability of $2.7 million resulting from unrecognized net tax benefits which did not include 
interest and penalties. The Company recorded the estimated value of its uncertain tax position by reducing the 
value of certain tax attributes. The Company would classify any interest and penalties accrued on any 
unrecognized tax benefits as a component of the provision for income taxes. There were no interest or 
penalties recognized in the consolidated statement of income for year ended December 31, 2008 and the 
consolidated balance sheet at December 31, 2008. The Company does not currently anticipate that the total 
amounts of unrecognized tax benefits will significantly increase within the next 12 months. The Company files 
income tax returns in U.S. and state jurisdictions. As of December 31, 2008, open tax years in the federal and 
some state jurisdictions date back to 1999, due to the taxing authorities' ability to adjust operating loss carry 
forwards. 

SFAS 109 requires that the net deferred tax asset be reduced by a valuation allowance if, based on the 
weight of available evidence, it is more likely than not that some portion of all of the net deferred tax asset will 
not be realized. 

This process requires the Company's management to make assessments regarding the timing and 
probability of the ultimate tax impact. The Company records valuation allowances on deferred tax assets if 
determined it is more likely than not that the asset will not be realized. Additionally, the Company establishes 
reserves for uncertain tax positions based upon our judgment regarding potential future challenges to those 
positions. Actual income taxes could vary from these estimates due to future changes in income tax law, 
significant changes in the jurisdictions in which the Company operates, our inability to generate sufficient future 
taxable income or unpredicted results from the final determination of each year's liability by taxing authorities. 
These changes could have a significant impact on the Company's financial position. 

Deferred tax assets consist primarily of net operating loss and tax credit carryfowards as well as deductible 
temporary differences. Prior to 2008, the Company provided a full tax valuation allowance for federal and state 
deferred tax assets based on management's evaluation that the Company's ability to realize such assets did 
not meet the criteria of "more likely than not". The Company has continuously evaluated additional facts 
representing positive and negative evidence in the determination of its ability to realize the deferred tax assets. 
In the year ended December 31, 2008, management has determined, as the result of cumulative income and 
anticipated future taxable income, that it is now more likely than not that these deferred tax assets will be 
realized in the future. Accordingly, the Company determined that it is appropriate to reverse the deferred tax 
asset valuation. This has resulted in a benefit to deferred tax expense of $33.3 million for the year 2008. 

Discontinued Operations: 

In 2007, the Company sold its Enterprise division operations, which had previously been included in our 
Commercial Segment. Accordingly, the assets, liabilities, and results of operations for the Enterprise assets 
have been classified as discontinued operations for all periods presented in the Consolidated Financial 
Statements included elsewhere in this Annual Report on Form IO-K in accordance with Statement of Financial 
Accounting Standards No. 144, Accounting for the Impairment or Disposal of Long-Lived Assets (Statement 
No. 144). 
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~~ ~~ ~~- 

Effective January I ,  2007, the Company sold two of its three Enterprise units to strategic buyers fc 
common stock in the acquiring publicly traded companies valued at approximately $1 million and earn-out 
arrangements. As at December 31, 2008, we wrote down the investments by $0.8 million. The Company does 
not expect to receive material payments from the earn-out arrangement. During May 2007, the last Enterprise 
unit was sold for $4 million in cash of which $0.2 million was in escrow and was released in June 2008, a 
$1 million 18-month note which was paid in full in November 2008, and $0.2 million in equity interest. 

The following table presents income statement data for the Enterprise division, currently reported as 
discontinued operations. The 2005 results were previously reported as part of the results of our Commercial 
Segment. 

a 

2008 vs. 2007 2007 vs. 2006 
2008 2007 $ % 2006 $ % - - -  ($ in millions) 

Total re 

Total gross profit 

- - - -  

4.5 $ (3.7) (82%) - - - 0.8 $ (0.8) 100% - - -  
Loss from d 

including 
$15.5 mill - - -  

Net Income/(loss): 

($ in millions) 2008 2007 -- 
2008 vs. 2007 vs. 

2007 2006 
$ % 2006 $ Yo --- - -  

Net income/(loss) changes for each year are as a result of the discussions above. 
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Liquidity and Capital Resources 

The following table summarizes our comparative statements of cash flow: 

2008 2007 2006 ($ in millions) 

Net cash and cash equivalents 
- - -  

Net income/(loss) 
Less: loss from discontinued operations 
Income/(loss) from continuing operations 57.6 (1 .O) 2.0 
Non-cash charges 12.8 15.5 13.9 
Benefit from income taxes - 
Net changes in working capital (10.4) (5.4) (2.9) 

26.0 9.1 13.0 
(8.0) 

Purchases of property and equipment 
Capitalized software development costs 

Investing actLvities for continuing operations 
Investing activities for discontinued operations 
Net investing activities 

26.0 

(3.7) 
(0.5) 

(4.2) - 
(4.2) 

Financing activities 
( 
(1 5) - (7.7) 

Proceeds from/(tinance fees related to) issuance of stock and debentures, net 
Proceeds from borrowings - 

- 
Proceeds from exercise of warrants 2.5 

6.4 
1.2 

23.0 
Effect of exchange rates from discontinued operations 
Change in cash and cash equivalents from continuing operations 

- 
- - -  Change in cash and cash equivalents from discontinued operations 

Net change in cash and cash equivalents 

Days revenue outstandlng in accounts receivable including unbilled receivables 95 87 82 

$ 23.0 $ 5.6 - -  
Capital resources: We have funded our operations, acquisitions, and capital expenditures primarily using 

June 2007 bank term loan borrowing of $10 million to refinance March 2006 secured notes, at a lower 

March 2006 issuance of secured notes and warrants (described below) which generated net cash 

Capital leases to fund fixed asset purchases. 

Sources and uses of cash: The Company’s cash and cash equivalents balance was approximately 

cash generated by our operations, as well as the net proceeds from capital including: 

coupon rate. 

proceeds of approximately $9.3 million. 

$39.0 million at December 31, 2008, a $23.0 million increase from $16.0 million at December 31, 2007. 

Operations: Cash generated by continuing operations increased to $26.0 million in 2008 from $9.1 million in 
2007 due mainly to higher earnings. The cash generated by continuing operations in 2007 decreased 
$9.1 million 
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from $13.0 million in 2006 in due mainly to fluctuations in working capital. Discontinued operations used 
$3.6 million and $8.0 million in 2007 and 2006, respectively. The operations and cash flows of the discontinued 
operations have been eliminated and the Company has had no significant involvement in the operations since 
the disposal transaction. 

Investing activities: Fixed asset additions in 2008, 2007, and 2006 were $3.7, $2.6, and $2.8 million, 
respectively. Investments made in the development of carrier software for resale which had reached the stage 
of development calling for capitalization decreased by approximately $1 million in 2008 to about $0.5 million, 
as more developer labor cost was expensed as research and development. The amounts capitalized in 2007 
and 2006 were approximately $2.0 million each year. Discontinued operations generated $4 million from the 
sale of assets in 2007 and $1 million from collection of a note in 2008. Investments were made during 2006 in 
discontinued operations primarily for enhancements to the core software for resale by the mobile asset 
management unit. 

Financing activities: We have a $22 million revolving credit line with our principal bank through June 2010 
with borrowing was available at the bank's prime rate, which was 3.25% per annum at December 31, 2008. 
Borrowings at any time are limited based mainly on accounts receivable levels as defined in the line of credit 
agreement. Availability under the line of credit available is also reduced by the amount of letters of credit 
outstanding, which was $2.3 million at December 31, 2008. As of December 31, 2008, we had no borrowings 
outstanding under our bank line of credit and had approximately $1 9.3 million of unused borrowing availability 
under the line. 

On December 28,2006, we issued a $5 million note for a term of three years, secured by accounts 
receivable of one customer to Tatonka Capital. Effective March 28, 2008, we paid the term loan in full, and 
modified the terms of the note to a line of credit. Under the line of credit agreement, the maximum 
indebtedness of the line is equal to $1.7 million at December 31, 2008 less $0.2 million per month through 
December 28, 2009. The borrowing rate is London InterBank Offered Rate (LIBOR) plus 500 basis points. As 
of December 31, 2008, we had no borrowings outstanding and $1.7 million in unused borrowing availability 
under the line. 

In June 2007, we refinanced $10 million of our March 2006 secured notes with a with a five year note 
payable to our principal bank. The borrowing rate under the new note was the bank's prime rate plus 0.25% 
per annum, (3.5% at December 31, 2008) and the note is repayable in equal monthly installments of 
$0.2 million plus interest. 

In March 2006, we issued (i) $10 million of secured notes due March 10, 2009, with cash interest at 14% 
per annum, and (ii) warrants to purchase an aggregate of 1.75 million shares of our ClassA Common Stock at 
an exercise price of $2.40 per share. Also, some warrants that we had previously issued in 2004 contained 
provisions which required an adjustment in both the warrant price and the number of warrants outstanding as a 
consequence of the issuance of 2006 Warrants. The resulting carrying value of the debt at issuance was 
$6.5 million, net of the original discount of $3.5 million which was amortized to interest expense over its 
three-year term using the effective interest method, yielding an effective interest rate of 15.2%. The remaining 
unamortized debt discount and deferred debt issuance expenses of $2.4 million were written off in the second 
quarter of 2007 as a result of early retirement of the March 2006 note. In December 2008, the holders of these 
warrants exercised their warrants and 1 .I million shares were issued for proceeds of $2.5 million. The 
remaining 0.7 million warrants remain outstanding and expire March 2011. 

quick ratio and a minimum liquidity ratio; as well as other restrictive covenants including, among others, 
restrictions on our ability to merge, acquire assets above prescribed thresholds, undertake actions outside the 
ordinary course of our business (including the incurrence of indebtedness), guarantee debt, distribute 
dividends, and repurchase our stock, and minimum tangible net worth. The bank credit agreement also 
contains a subjective covenant that requires (i) no material adverse change in the business, operations, or 
financial condition of the Company to occur, or (ii) no material impairment of the prospect of repayment of any 
portion of the borrowings under the agreement; or (iii) no material impairment of value or priority of the lenders 
security interests in the collateral of the agreement. If our performance does not result in compliance with any 
of our 

Our line of credit and term loan agreement contains covenants requiring us to maintain a minimum adjusted 
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restrictive covenants, we would seek to further modify our financing arrangements, but there can be no 
assurance that the bank would not exercise its rights and remedies under its agreement with us, including 
declaring all outstanding debt due and payable. As of December 31, 2008, we were in compliance with the 
covenants related to our line of credit and term loan agreement and we believe that the Company will continue 
to comply with these covenants. 

We believe that we have sufficient capital resources with cash generated from operations as well as cash 
on hand to meet our anticipated cash operating expenses, working capital, and capital expenditure and debt 
service needs for the next twelve months. We have borrowing capacity available to us in the form of capital 
leases as well as a line of credit arrangement with our principal bank which expires in June 2010. We may also 
consider raising capital in the public markets as a means to meet our capital needs and to invest in our 
business. Although we may need to return to the capital markets, establish new credit facilities or raise capital 
in private transactions in order to meet our capital requirements, we can offer no assurances that we will be 
able to access these potential sources of funds on terms acceptable to us or at all. 

Off-Balance Sheet Arrangements 

We had standby letters of credit totaling approximately $2.3 million at year-end 2008 and $2.9 million at 
year-end 2007 in support of processing credit card payments from our customers, as collateral with a vendor, 
and security for office space. 

Contractual Commitments 

As of December 31, 2008, our most significant commitments (including interest) consisted of long-term 
debt, obligations under capital leases and non-cancelable operating leases. We lease certain furniture and 
computer equipment under capital leases. We lease office space and equipment under non-cancelable 
operating leases, As of December 31, 2008 our commitments consisted of the following: 

($ in millions) 2009 2010-2011 2012-2013 Beyond Total 
Notes payable 
Capital lease obligations 
Operating leases, primarily for office space 

$ 8.0 $ 11.3 $ 3.1 $ 0.6 $ 23.0 - Total contractual commitments 

Related Party Transactions 

In February 2003, we entered into an agreement with Annapolis Partners LLC to explore the opportunity of 
relocating our Annapolis offices to a planned new real estate development. Our President and Chief Executive 
Officer own a controlling voting and economic interest in Annapolis Partners LLC and he also serves as a 
member. The financial and many other terms of the agreement have not yet been established. The lease is 
subject to several contingencies and rights of termination. For example, the agreement can be terminated at 
the sole discretion of our Board of Directors if the terms and conditions of the development are unacceptable to 
us, including without limitation the circumstances that market conditions make the agreement not favorable to 
us or the overall cost is not in the best interest to us or our shareholders, or any legal or regulatory restrictions 
apply. Our Board of Directors will evaluate this opportunity along with alternatives that are or may become 
available in the relevant time periods and there is no assurance that we will enter into a definitive lease at this 
new development site. 

Jtem 7A. Qualitative and Quantitative Disclosures about Market Risk 

Interest Rate Risk 

under “Item 7. Management‘s Discussion and Analysis of Financial Condition and Results of Operations - 
Liquidity and Capital Resources,” we have a $22 million line of credit. A hypothetical 100 basis point adverse 

We have limited exposure to financial market risks, including changes in interest rates. As discussed above 
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movement (increase) in the prime rate would have increased our interest expense for the year ended 
December 31, 2008 by approximately $0.1 million, resulting in no significant impact on our consolidated 
financial position, results of operations or cash flows. 

At December 31, 2008, we had cash and cash equivalents of $39.0 million. Cash and cash equivalents 
consisted of demand deposits and money market accounts that are interest rate sensitive. However, these 
investments have short maturities mitigating their sensitivity to interest rates. A hypothetical 100 basis point 
adverse movement (decrease) in interest rates would have increased our net loss for 2008 by approximately 
$0.1 million, resulting in no significant impact on our consolidated financial position, results of operations or 
cash flows. Substantially all of the Company's cash equivalents at December 31, 2008 are money market fund 
investments which are backstopped as to principal under a federal guarantee program in effect through April 
2009. 

Foreign Currency Risk 

For the year ended December 31, 2008, we generated $8.6 million of revenue outside the U.S. A majority 
of our transactions generated outside the U.S. are denominated in U.S. dollars and a change in exchange 
rates would not have a material impact on our Consolidated Financial Statements. As of December 31, 2008, 
we did not have any billed or unbilled accounts receivable that would expose us to foreign currency exchange 
risk. During 2008, our average receivables and deferred revenue subject to foreign currency exchange risk 
were $0.1 million and $0.7 million, respectively. We recorded transaction income of approximately $0.1 million 
on foreign currency denominated receivables and deferred revenue for the year ended December 31, 2008. 

Item 8.Financial Statements and Sumlementarv Data 

page F-I. 
The financial statements listed in Item 15 are included in this Annual Report on Form IO-K beginning on 

Jtem 9.Chanaes In and Disaareements With Accountants on Accountina and Financial Disclosure 

None. 

Item 9A.Controls and Procedures 

Evaluation of Disclosure Controls and Procedures 

As of the end of the period covered by this Annual Report on Form 10-K, we carried out an evaluation, 
under the supervision and with the participation of our management, including our Chief Executive Officer and 
Chief Financial Officer, of the effectiveness of the design and operation of our disclosure controls and 
procedures. There are inherent limitations to the effectiveness of any system of disclosure controls and 
procedures, including the possibility of human error and the circumvention or overriding of the controls and 
procedures. Accordingly, even effective disclosure controls and procedures can only provide reasonable 
assurance of achieving their control objectives. 

Based upon that evaluation, our Chief Executive Officer and Chief Financial Officer concluded that our 
disclosure controls and procedures (as defined in Rule 13a-I5(e) or 15d-I5(e) of the Exchange Act) were 
effective to provide reasonable assurance that information we are required to disclose in reports we file or 
submit under the Exchange Act is recorded, processed, summarized and reported within the time periods 
specified in the applicable rules and forms, and that it is accumulated and communicated to our management, 
including our Chief Executive Officer and Chief Financial Officer, as appropriate, to allow timely decisions 
regarding required disclosure. 

Management's Report on Internal Control over Financial Reporting 

Our management is responsible for establishing and maintaining adequate internal control over financial 
reporting, as defined in Exchange Act Rule 13a-I5(f). Management, including our Chief Executive Officer and 
Chief Financial Officer, conducted an evaluation of the effectiveness of our internal control over financial 
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reporting based on the framework in Internal Control - Integrated Framework issued by the Committee of 
Sponsoring Organizations of the Treadway Commission. Based on this evaluation, management concluded 
that our internal control over financial reporting was effective as of December 31, 2008. Management reviewed 
the results of their assessment with our Audit Committee. The effectiveness of our internal control over 
financial reporting as of December 31,2008 has been audited by Ernst & Young LLP, an independent 
registered public accounting firm, as stated in their report which is included in Item 9A of this Annual Report on 
Form 10-K. 

Changes in Internal Control over Financial Reporting 

December 31, 2008, that are materially affected, or are reasonably likely to materially affect, the Company’s 
internal control over financial reporting. 

There were no changes in the Company’s internal controls over financial reporting during the quarter ended 
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Report of Independent Registered Public Accounting Firm 

The Board of Directors and Stockholders 
TeleCommunication Systems, lnc. 

December 31, 2008, based on criteria established in Internal Control - Integrated Framework issued by the 
Committee of Sponsoring Organizations of the Treadway Commission (the COSO criteria). 
TeleCommunication Systems, Inc.'s management is responsible for maintaining effective internal control over 
financial reporting, and for its assessment of the effectiveness of internal control over financial reporting 
included in the accompanying Management's Report on Internal Control over Financial Reporting. Our 
responsibility is to express an opinion on the Company's internal control over financial reporting based on our 
audit, 

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight 
Board (United States). Those standards require that we plan and perform the audit to obtain reasonable 
assurance about whether effective internal control over financial reporting was maintained in all material 
respects. Our audit included obtaining an understanding of internal control over financial reporting, assessing 
the risk that a material weakness exists, testing and evaluating the design and operating effectiveness of 
internal control based on the assessed risk, and performing such other procedures as we considered 
necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinion. 

A company's internal control over financial reporting is a process designed to provide reasonable 
assurance regarding the reliability of financial reporting and the preparation of financial statements for external 
purposes in accordance with generally accepted accounting principles. A company's internal control over 
financial reporting includes those policies and procedures that (1) pertain to the maintenance of records that, in 
reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the company; 
(2) provide reasonable assurance that transactions are recorded as necessary to permit preparation of 
financial statements in accordance with generally accepted accounting principles, and that receipts and 
expenditures of the company are being made only in accordance with authorizations of management and 
directors of the company; and (3) provide reasonable assurance regarding prevention or timely detection of 
unauthorized acquisition, use or disposition of the company's assets that could have a material effect on the 
financial statements. 

Because of its inherent limitations, internal control over financial reporting may not prevent or detect 
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that 
controls may become inadequate because of changes in conditions, or that the degree of compliance with the 
policies or procedures may deteriorate. 

In our opinion, TeleCommunication Systems, Inc. maintained, in all material respects, effective internal 
control over financial reporting as of December 31, 2008, based on the COSO criteria. 

We also have audited, in accordance with the standards of the Public Company Accounting Oversight 
Board (United States), the consolidated balance sheets of TeleCommunication Systems, Inc. and subsidiaries 
as of December 31, 2008 and 2007, and the related consolidated statements of operations, stockholders' 
equity, and cash flows for each of the three years in the period ended December 31,2008 of 
TeleCommunication Systems, Inc. and subsidiaries and our report dated March 2, 2009 expressed an 
unqualified opinion thereon. 

We have audited TeleCommunication Systems, Inc.'s internal control over financial reporting as of 

lsl Ernst &Young LLP 

Baltimore, Maryland 
March 2,2009 

50 

Source: TELECOMMUNICATION SYSTEMS INC IFN, IC-K, March 03,2009 Powered by [Viorniiigstai"' Document ResearchSM 



Part 111 

item 1O.Direcfors , Executive Officers. and Coraorate Governance 

The information required by this Item 10 is incorporated herein by reference from the information captioned 
"Board of Directors" and "Security Ownership of Certain Beneficial Owners and Management" to be included in 
the Company's definitive proxy statement to be filed in connection with the 2009 Annual Meeting of 
Stockholders, to be held on June 11, 2009 (the "Proxy Statement"). The Company's Code of Ethics and 
Whistleblower Procedures may be found at http://wwwl .telecomsys.com/investor - infoicorp - 
governance.cfm. 

Item 11 .€xecufive Cormensation 

"Board of Directors" and "Executive Compensation" to be included in the Proxy Statement. 
The information required by this Item 11 is incorporated herein by reference from the information captioned 

Item 12.Securitv Ownershir, of Certain Beneficial Owners and Manasement 

"Security Ownership of Certain Beneficial Owners and Management" to be included in the Proxy Statement. 
The information required by this Item 12 is incorporated herein by reference from the information captioned 

Item 13.Certain Relationshim and Related Transactions and Director lndeaendence 

The information required by this Item 13 is incorporated herein by reference from the information captioned 
"Certain Relationships and Related Transactions" and "General Information Concerning the Board of Directors" 
to be included in the Proxy Statement. 

Item 14.Princiaal Accountant Fees and Services 

"Principal Accountant Fees and Services" to be included in the Proxy Statement. 
Tha information required by this Item 14 is incorporated herein by reference from the information captioned 
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Part IV 

Item 15.Exhibits. Financial Statement Schedules 

(a)(l) Financial Statements 

page F-I . 
The financial statements listed in Item 15 are included in this Annual Report on Form IO-K beginning on 

(a)(2) Financial Statement Schedules 

Form 10-K. 
The financial statement schedule required by Item 15 is included in Exhibit 12 to this Annual Report on 

Exhibits 

The exhibits are listed in the Exhibit Index immediately preceding the exhibits. 
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Report of Independent Registered Public Accounting Firm 

The Board of Directors and Stockholders 
TeleCommunication Systems, Inc. 

subsidiaries as of December 31, 2008 and 2007, and the related consolidated statements of operations, 
stockholders' equity, and cash flows for each of the three years in the period ended December 31,2008. Our 
audit also included the financial statement schedule listed in the Index at Item 15. These financial statements 
are the responsibility of the Company's management. Our responsibility is to express an opinion on these 
financial statements based on our audits. 

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight 
Board (United States). Those standards require that we plan and perform the audit to obtain reasonable 
assurance about whether the financial statements are free of material misstatement. An audit includes 
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An 
audit also includes assessing the accounting principles used and significant estimates made by management, 
as well as evaluating the overall financial statement presentation. We believe that our audits provide a 
reasonable basis for our opinion. 

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
consolidated financial position of TeleCommunication Systems, Inc. and subsidiaries at December 31, 2008 
and 2007, and the consolidated results of their operations and their cash flows for each of the three years in 
the period ended December 31, 2008, in conformity with US.  generally accepted accounting principles. Also, 
in our opinion, the related financial statement schedule, when considered in relation to the basic financial 
statements taken as a whole, presents fairly in all material respects the information set forth therein. 

We also have audited, in accordance with the standards of the Public Company Accounting Oversight 
Board (United States), TeleCommunication Systems, Inc.'s internal control over financial reporting as of 
December 31, 2008, based on criteria established in Internal Control-Integrated Framework issued by the 
Committee of Sponsoring Organizations of the Treadway Commission and our report dated March 2, 2009 
expressed an unqualified opinion thereon. 

We have audited the accompanying consolidated balance sheets of TeleCommunication Systems, Inc. and 

lsi Ernst &Young LLP 

Baltimore, Maryland 
March 2, 2009 
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TeleCommunication Systems, Inc. 

Consolidated Balance Sheets 
(amounts in thousands, except share data) 

December 31, December 31, 
2008 2007 

amortization of $41,268 in 2008 and $35,969 in 2007 

Acquired intangible assets, net of 
$656 in 2008 and $509 in 2007 562 709 

Current portion of capital lease obligations and notes payable 3,837 5,444 

3,869 5,561 

Class B Common Stock: $0.01 Dar value: 

Accumulated other comprehensive income/(loss) 
Accumulated deficit (126,752) (I 84,321) 

Total stockholders' equi 114,27 '2 - 43,964 
Total liabilities and stockholders' equity $ 181,959 $ 82,124 

See accompanying Notes to Consolidated Financial Statements. 
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TeleCommunication Systems, Inc. 

Consolidated Statements of Operations 
(amounts in thousands, except per share data) 

Year Ended December 31, 
2008 2007 2006 

Operating costs and expenses 

Net income/(loss) $ 57,568 $ (1,289) $ (21,695) 

Net income/(loss) per share - basic $ 1.34 $ (0.03) $ (0.55) 

Income/(lossj per share diluted. 
Income/(loss) p e ~  shaCe from continuing operations $ 1 2 3  $ (0.02) $ 0.05 
Loss per share from dist@>tinued operations - (0.01) (0.59) 
Net income/(loss) per share-diluted $ 1.23 $ (0.03) $ (0.54) 

Weighted tstanding-bas 43,063 1,453 39,430 
Weighted average shares outstanding-diluted 46,644 41,453 40,166 

See accompanying Notes to Consolidated Financial Statements. 
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TeleCornrnunication Systems, Inc. 

Consolidated Statements of Stockholders' Equity 
(amounts in thousands, except share data) 

Accumulated 
ClassA Class B Additional Other 

Common Common Deferred Paid-In Comprehensive Accumulated -- Stock Stock Compensatioll Capital Income (Loss) Deficit Total 
Balance at 

January 1, 

Elimination of 
deferred 
compensation 
upon adoption of 

212,194 shares of 
Class A Common 
Stock under 
Employee Stock 
Purchase Plan 2 388 

3,455 
Surrender of 67,827 

restricted shares of 
Class A Common 
Stock as payment 
for payroll tax 

expense for 
issuance of 
Class A Common 
Stock options for 
continuino 

translation . 
40 40 adjustment - 

)- Net loss for 2006 
Balance at 

December 31. 

(I) 

173,033 shares of 
Class A Common 
Stock under 
Employee Stock 
Purchase Plan 2 541 
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restricted shares of 
Class A Common 
Stock as payment 

C 

Stock compensation 
expense for 
issuance of 
Class A Common 
Stock options for 

3,963 
continuing 

3 963 

Unrealized loss on 
securities and 
other 

Net loss for 200 
Balance at 

December 31, 
2007 $ 349 $ 74 $ - $ 227,987 $ (125) $ (184,321) $ 43,964 
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TeleCommunication Systems, Inc. 

Consolidated Statements of Stockholders' Equity - (Continued) 
(amounts in thousands, except share data) 

Accumulated 
Class A Class B Additional Other 

Common Common Deferred Paid-In Comprehensive Accumulated -- Stock Stock Compensation Capital Income (Loss) Deficit Total 

134,000 shares of 
Class A Common 
Stock under 
Employee Stock 

451 

2,510 
Conversion of 

425,000 shares of 
Class B Common 
Stock to Class A 
Common Stock 

Stock compensation 
expense for 
issuance of 
Class A Common 
Stock options 

Unrealized loss on 
securities and 
other - - 137 - 57,568 57,568 

- - 137 - - - - Net income for 2008 - 
Balance at 

December 31, 
2008 $ 385 $ 69 $ - $ 240,559 $ 12 $ (126,753) $ 114,272 

See accompanying Notes to Consolidated Financial Statements. 
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TeleCommunication Systems, Inc. 

Consolidated Statements of Cash Flows 
(amounts in thousands) 

Year Ended December 31, 
2008 2007 2006 

0 
N 

Cash and cash equivalents at the end of the year $ 38,977 $ 15,955 $ 10,358 
. I - ^ - .  . I  

Source: TELECOMMUNICATION SYSTEMS INC /FA/, 10-K, March 03, 2009 Powered by M(irningstai"~ Document Researdl SM 



See accompanying Notes to Consolidated Financial Statements. 
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TeleCommunication Systems, Inc. 

Notes to Consolidated Financial Statements 
(amounts in thousands, except share and per share data) 

1. Significant Accounting Policies 

Description of Business 

TeleCommunication Systems, Inc. develops and applies highly reliable wireless data communications 
technology. We manage our business in two segments, Commercial and Government: 

Commercial Segment. Our carrier software system products enable wireless carriers to deliver 
premium services including short text messages, location information, internet content, and other 
enhanced communication services to and from wireless phones. We provide enhanced 9-1-1 (E9-1-1) 
services, commercial location-based services, and inter-carrier text message distribution services on a 
hosted, or service bureau basis. As of December 31, 2008, we provide hosted services under contracts 
with more than 40 wireless carrier networks and Voice-over-Internet-Protocol (VolP) service providers. 
We also earn subscriber revenue through wireless applications including our Rand McNallyB Traffic 
application which is available via all major US wireless carriers. We earn carrier software-based 
systems revenue through the sale of licenses, deployment and customization fees and maintenance 
fees. Pricing is generally based on the volume of capacity purchased from us by the carrier. We also 
provide carrier technology on a hosted, Le., service bureau basis; that is, customers use our software 
functionality through connections to and from our network operations centers, paying us monthly based 
on the number of subscribers, cell sites, or call center circuits, or message volume. 

Government Segment. We provide communication systems integration, information technology 
services, and software solutions to the US. Department of Defense and other government customers. 
We design, assemble, sell and maintain satellite-based network communication systems, including our 
SwiftLinka deployable communication systems which incorporate high speed, encrypted, Internet 
Protocol technology. We also own and operate secure satellite teleport facilities, and resell access to 
satellite airtime (known as space segment). 

Use of Estimates. The preparation of financial statements in conformity with accounting principles 
generally accepted in the US. requires management to make estimates and assumptions that affect the 
reported amounts and related disclosures. Actual results could differ from those estimates. 

owned subsidiaries. All intercompany balances and transactions have been eliminated in consolidation. 

maturity of three months or less when purchased. Cash equivalents are reported at fair value, which 
approximates cost. 

Allowances for Doubtful Accounts Receivable. Substantially all of our accounts receivable are trade 
receivables generated in the ordinary course of our business. We use estimates to determine the amount of 
the allowance for doubtful accounts necessary to reduce accounts receivable to their expected net realizable 
value. We estimate the amount of the required allowance by reviewing the status of significant past-due 
receivables and by establishing provisions for estimated losses by analyzing current and historical bad debt 
trends. Changes to our allowance for doubtful accounts are recorded as a component of general and 
administrative expenses in our accompanying Consolidated Statements of Operations. Our credit and 
collection policies and the financial strength of our customers are critical to us in maintaining a relatively small 
amount of write-offs of receivables. We generally do not require collateral from or enter netting agreements 
with our customers. Receivables that are ultimately deemed uncollectible are charged-off as a reduction of 
receivables and the allowance for doubtful accounts. 

Principles of Consolidation. The accompanying financial statements include the accounts of our wholly 

Cash and Cash Equivalents. Cash and cash equivalents include cash and highly liquid investments with a 
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Notes to Consolidated Financial Statements - (Continued) 
(amounts in thousands, except share and per share data) 

Inventory. We maintain inventory of component parts and finished product for our Government deployable 
communications systems. Inventory is stated at the lower of cost or market. Cost is based on the weighted 
average method. The cost basis for finished units includes manufacturing cost. 

Investments in Marketable Securities and Note Receivable. The Company received a $1,000 note and 
some marketable securities as partial consideration from three small divestitures during 2007. The marketable 
securities, now valued at $78, are included in other current assets and are classified as available-for-sale in 
accordance with the provision of SFAS No. 115, Accounfing for Ceti'ain Investments in Debf and Equify 
Securifies. These securities are carried at fair market value based on quoted market price. For the year ended 
December 31,2007, the Company reported $152 net unrealized losses in stockholders' equity as a component 
of accumulated other comprehensive income. During 2008, the Company has determined that the losses in fair 
market value of marketable securities held were other-than-temporary and wrote down the value of these 
securities by approximately $802, which the write-down is included in Other income, net. Gains or losses on 
securities sold will be based on the specific identification method. The note receivable was reported in other 
current assets for 2007 and was collected in full in November of 2008, including interest at 8.25%. 

Property and Equipment. Property and equipment is stated at cost less accumulated depreciation. 
Depreciation is computed using the straight-line method based on the estimated useful lives of equipment, 
generally five years for furniture and fixtures and three to four years for computer equipment, software and 
vehicles. Our depreciable asset base includes equipment in our network operations centers related to our 
hosted service offerings, development costs for computer software for internal use, and company-wide 
computer hardware. Amortization of leasehold improvements is provided using the straight-line method over 
the lesser of the useful life of the asset or the remaining term of the lease. Assets held under capital leases are 
stated at the lesser of the present value of future minimum lease payments or the fair value of the property at 
the inception of the lease. The assets recorded under capital leases are amortized over the lesser of the lease 
term or the estimated useful life of the assets in a manner consistent with our depreciation policy for owned 
assets. 

Goodwill. Goodwill represents the excess of cost over the fair value of assets of acquired businesses. 
Goodwill acquired in a purchase business combination is not amortized, but instead is evaluated annually for 
impairment using a discounted cash flow model in accordance with the provisions of Statement of Financial 
Accounting Standards No. 142, Goodwill and Ofher lnfangible Assets. 

Software Development Costs. We capitalize software development costs after we establish technological 
feasibility, and amortize those costs over the estimated useful lives of the software beginning on the date when 
the software is available for general release. Acquired technology, representing the estimated value of the 
proprietary technology acquired, has also been recorded as capitalized software development costs. 

technological feasibility is established when an operative version of the computer software product is 
completed in the same software language as the product to be ultimately marketed, performs all the major 
functions planned for the product, and has successfully completed initial customer testing. Technological 
feasibility for enhancements to an existing product is established when a detail program design is completed. 
Costs that are capitalized include direct labor, related overhead and other direct costs. These costs are 
amortized on a product-by-product basis using the straight-line method over the product's estimated useful life, 
which has not been greater than three years. Amortization is also computed using the ratio that current 
revenue for the product bears to the total of current and anticipated future revenue for that product (the 
revenue curve method). If this revenue curve method results in amortization greater than the amount 
computed using the straight-line method, amortization is recorded at that greater amount. Our policies to 
determine when to capitalize software development costs and how much to amortize in a given period require 
us to make subjective estimates and judgments. If our software products do not achieve the level of market 
acceptance that we expect and our future revenue estimates for these products change, the amount of 
amortization that we record may increase 

Costs we incurred are capitalized when technological feasibility has been established. For new products, 
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Notes to Consolidated Financial Statements - (Continued) 
(amounts in thousands, except share and per share data) 

compared to prior periods. The amortization of capitalized software development costs has been recorded as a 
cost of revenue. 

Acquired technology is amortized over the product's estimated useful life based on the purchase price 
allocation and valuation procedures performed at the time of the acquisition. Amortization is calculated using 
the ratio of the estimated future cash flows generated in each period to the estimated total cash flows to be 
contributed from each product or the straight-line method, whichever is greater. 

For 2008, 2007, and 2006 we capitalized $461, $1,525, and 1,849, respectively, of software development 
costs of continuing operations for certain software projects after the point of technological feasibility had been 
reached but before the products were available for general release. Accordingly, these costs have been 
capitalized and are being amortized over their estimated useful lives beginning when the products are 
available for general release. The capitalized costs relate to our location-based software. 

products. 

management commits to funding the project and the project completes the preliminary project stage. 
Capitalization of such costs ceases when the project is substantially complete and ready for its intended use. 

Acquired Intangible Assets. Acquired intangible assets have useful lives of 5 to 19 years. We are 
amortizing these assets using the greater of the straight-line method or the revenue curve method. 

Impairment of Long-Lived Assets. Long-lived assets, including intangible assets, are reviewed for 
impairment whenever events or changes in circumstances indicate that the carrying amount of an asset or 
group of assets may not be fully recoverable. 

If an impairment indicator is present, we evaluate recoverability by a comparison of the carrying amount of 
the assets to future undiscounted net cash flows that we expect to generate from these assets. If the assets 
are impaired, we recognize an impairment charge equal to the amount by which the carrying amount exceeds 
the fair value of the assets. Assets to be disposed of are reported at the lower of carrying values or fair values, 
less estimated costs of disposal. 

Other Comprehensive Incomelloss. Comprehensive income/loss includes changes in the equity of a 
business during a period from transactions and other events and circumstances from non-owner sources. 
Other comprehensive income/loss refers to revenue, expenses, gains and losses that under U.S. generally 
accepted accounting principles are included in comprehensive income, but excluded from net income. For 
operations outside the U.S. that prepare financial statements in currencies other than the U.S. dollar, results of 
operations and cash flows are translated at average exchange rates during the period, and assets and 
liabilities are translated at end-of-period exchange rates. Translation adjustments for our European subsidiary 
are included as a component of accumulated other comprehensive loss in stockholders' equity. Also included 
are any unrealized gains or losses on marketable securities that are classified as available-for-sale. Total 
comprehensive income/(loss) for each of the three years ended December 31,2008, 2007, and 2006, was not 
materially different than consolidated net income/(loss). 

We believe that these capitalized costs will be recoverable from future gross profits generated by these 

The Company capitalizes all costs related to software developed or obtained for internal use when 

e 

Revenue Recognition. Revenue is generated from our two segments as described below. 

Services Revenue. Revenue from hosted services consists of monthly recurring service fees and is 
recognized in the month earned. Revenue from subscriber service fees is recognized in the period earned. 
Maintenance fees are collected in advance and recognized ratably over the maintenance period, which is 
typically annual. Any unearned revenue, including unrecognized maintenance fees, is included in deferred 
revenue. 
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Notes to Consolidated Financial Statements - (Continued) 
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We also recognize services revenue from the design, development and deployment of information 
processing and communication systems primarily for government enterprises. These services are provided 
under time and materials contracts, cost plus fee contracts, or fixed price contracts. Revenue is recognized 
under time and materials contracts and cost plus fee contracts as billable costs are incurred. Fixed-price 
service contracts are accounted for using the proportional performance method. These contracts generally 
allow for monthly billing or billing upon achieving certain specified milestones. Any estimated losses on 
contracts are recognized in their entirety at the date that they become evident. 

packaged software licenses. Systems typically contain multiple elements, which may include the product 
license, installation, integration, and hardware. The total arrangement fee is allocated among each element 
based on vendor-specific objective evidence of the fair value of each of the elements. Fair value is generally 
determined based on the price charged when the element is sold separately. In the absence of evidence of fair 
value of a delivered element, revenue is allocated first to the undelivered elements based on fair value and the 
residual revenue to the delivered elements. The software licenses are generally perpetual licenses for a 
specified number of users that allow for the purchase of annual maintenance at a specified rate. All fees are 
recognized as revenue in accordance with Statement of Position 97-2, Software Revenue Recognition 
(SOP 97-2) when four criteria are met. These four criteria are (i) evidence of an arrangement (ii) delivery has 
occurred, (iii) the fee is fixed or determinable and (iv) the fee is probable of collection. Software license fees 
billed and not recognized as revenue are included in deferred revenue. Systems containing software licenses 
include a 90-day warranty for defects, We have not incurred significant warranty costs on any software product 
to date, and no costs are currently accrued upon recording the related revenue. 

Systems revenue is also derived from fees for the development, implementation and maintenance of 
custom applications. Fees from the development and implementation of custom applications are generally 
performed under time and materials and fixed fee contracts. Revenue is recognized under time and materials 
contracts and cost plus fee contracts as billable costs are incurred. Fixed-price product delivery contracts are 
accounted for using the percentage-of-completion or proportional performance method, measured either by 
total costs incurred as a percentage of total estimated costs at the completion of the contract, or direct labor 
costs incurred compared to estimated total direct labor costs for projects for which third-party hardware 
represents a significant portion of the total estimated costs. These contracts generally allow for monthly billing 
or billing upon achieving certain specified milestones. Any estimated losses under long-term contracts are 
recognized in their entirety at the date that they become evident. Revenue from hardware sales to our monthly 
subscriber customers is recognized as systems revenue. 

allocated indirect expenses, are subject to audit and adjustment by the Defense Contract Audit Agency. We 
record revenue under these contracts at estimated net realizable amounts. 

Our accounting for revenues from systems and services contracts not accounted for under SOP 97-2 or the 
proportional performance of percentage of completion methods, follows the guidance of Emerging Issues Task 
Force 00-21 "Revenue Arrangements with Multiple Deliverables" (EITF 00-21) for determining of the number of 
units of accounting and the allocation of the total fair value among the multiple elements. 

Deferral of Costs Incurred. We defer direct costs incurred in certain situations as dictated by authoritative 
accounting literature. In addition, if the revenue for a delivered item is not recognized because it is not 
separable from the arrangement, then we defer incremental costs related to that delivered but unrecognized 
element. Deferred costs are included in other current assets on the balance sheet. 

$29, for the years ended December 31,2008,2007, and 2006, respectively. 

Systems Revenue, We design, develop, and deploy communications systems. These systems may include 

Under our contracts with the U.S. government for both systems and services, contract costs, including the 

Advertising Costs. Advertising costs are expensed as incurred. Advertising expense totaled $1, $34, and 
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Notes to Consolidated Financial Statements - (Continued) 
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Capitalized Interest. Total interest incurred was $1,120, $5,026, and $3,253 for the years ended 
December 31, 2008, 2007, and 2006, respectively. Approximately $18, $74, and $55 of total interest incurred 
was capitalized as a component of software development costs during the year ended December 31,2008, 
2007, and 2006 respectively. 

Stock-Based Compensation. We have two stock-based employee compensation plans, which are 
described more fully in Note 17. 

Beginning January 1, 2006, the Financial Accounting Standards Board (FASB) Statement No. 123(R) 
(“Statement No. 123(R)”) requires us to report all share based payments to employees, including grants of 
employee stock options in the income statement based on their fair value. We adopted Statement No. 123(R) 
effective January 1, 2006 using the modified prospective method. 

Research and Development Expense. We incur research and development costs which are primarily 
comprised of compensation and travel expenses related to our engineers engaged in the development and 
enhancement of new and existing software products. All costs are expensed as incurred prior to reaching 
technological feasibility. 

accounting for income taxes as prescribed by SFAS 109. Under this method, deferred income tax assets and 
liabilities are measured using the enacted tax rates and laws that will be in effect when the differences are 
expected to reverse. 

In June 2006, the FASB issued Interpretation No. 48, “Accounting for Uncertainty in Income Taxes” 
(FIN 48) which prescribes a minimum recognition threshold and measurement attribute for the financial 
statement recognition and measurement of a tax position. FIN 48 also provides guidance on derecognition, 
measurement, classification, interest and penalties, accounting interim periods, disclosure and transition. If a 
tax position does not meet the more-likely-than-not initial recognition threshold, no benefit is recorded in the 
financial statements. Upon the adoption of FIN 48 on January 1, 2007, the estimated value of the Company’s 
uncertain tax positions was a liability of $2.7 million resulting from unrecognized net tax benefits which did not 
include interest and penalties. The Company recorded the estimated value of its uncertain tax position by 
reducing the value of certain tax attributes. The Company would classify any interest and penalties accrued on 
any unrecognized tax benefits as a component of the provision for income taxes. There were no interest or 
penalties recognized in the consolidated statement of income for year ended December 31, 2008 and 2007 or 
the consolidated balance sheet at December 31, 2008 and 2007. The Company files income tax returns in 
U.S. and state jurisdictions. As of December 31, 2008, open tax years in the federal and some state 
jurisdictions date back to 1999, due to the taxing authorities’ ability to adjust operating loss carry forwards. 

Fair Value of Financial Instruments. The Company’s major categories of financial assets and liabilities 
subject to fair value measurements include cash and cash equivalents and marketable securities that are held 
as available for sale. Both categories use observable inputs only and are measured using a market approach 
based on quoted prices, see Note 14. 

Income Taxes. Income tax amounts and balances are accounted for using the asset and liability method of 

, @ 

Recent Accounting Pronouncements. 

In September 2006, the FASB issued SFAS 157, “Fair Value Measurements,” which defines fair value, 
establishes a framework for measuring fair value and expands disclosures about fair value measurements. 
SFAS 157 was effective for fiscal years beginning after November 15,2007. In February 2008, the FASB 
decided to issue a final Staff Position to allow a one-year deferral of adoption of SFAS 157 for non-financial 
assets and non-financial liabilities that are recognized or disclosed at fair value in the financial statements on a 
non-recurring basis. The FASB also decided to amend SFAS 157 to exclude FASB Statement No. 13 and its 
related interpretive accounting pronouncements that address leasing transactions. The adoption of SFAS 157 
for financial assets and 
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liabilities in the first quarter of 2008 did not have an effect on the Company’s results of operations and financial 
position. The Company is evaluating the impact of the non-financial asset and liability provisions of this 
standard and does not expect the adoption of those provisions to have a material impact on its financial 
statements. In October 2008, the FASB issued SFAS 157-3, “Determining The Fair Market Value of a Financial 
Asset When the Market for That Asset is not Active” (“S FAS 157-3), which clarifies the application of 
SFAS 157 in a market that is not active and provides an example to illustrate in determining fair market value 
in that market. The Company is evaluating the impact of SFAS 157-3 provisions of this standard and does not 
expect the adoption of those provisions to have a material impact on its financial statements. 

In February 2007, the FASB issued SFAS 159, “Fair Value Option for Financial Assets and Liabilities.” 
SFAS 159 allows companies to elect to measure certain assets and liabilities at fair value and is effective for 
fiscal years beginning after November 15, 2007. The Company did not elect the fair value measurement of 
SFAS 159. 

In December 2007, the FASB issued SFAS 141 (R), “Business Combinations.” This standard establishes 
principles and requirements for how an acquirer recognizes and measures in its financial statements the 
identifiable assets acquired, the liabilities assumed, any noncontrolling interest in the acquired and the goodwill 
acquired. This statement also establishes disclosure requirements which will enable users to evaluate the 
nature and financial effects of the business combination. SFAS 141(R) is effective for us for acquisitions made 
after December 31, 2008. The Company is evaluating the impact of this standard. The adoption of 
SFAS 141(R) may have a material impact on the Company’s financial statements for acquisitions 
post-adoption. 

In December 2007, the FASB issued SFAS 160, “Noncontrolling Interests in Consolidated Financial 
Statements, an amendment ofARB No. 51” (SFAS 160). SFAS 160 amends ARB No. 51 to establish 
accounting and reporting standards for the noncontrolling interest in a subsidiary and for the deconsolidation of 
a subsidiary. It also amends certain ofARB No. 51’s consolidation procedures for consistency with the 
requirements of SFAS 141(R). This statement is effective for fiscal years, and interim periods within those 
fiscal years, beginning on or after December 15, 2008. The statement shall be applied prospectively as of the 
beginning of the fiscal year in which the statement is initially adopted. The adoption of SFAS 160 will not have 
a material impact on the Company’s financial statements. 

In March 2008, the FASB issued SFAS 161, “Disclosures about Derivative Instruments and Hedging 
Activities, an amendment of FASB Statement 133” (SFAS 161). SFAS 161 amends and expands the 
disclosure requirements of SFAS 133 with the intent to provide users of financial statements with an enhanced 
understanding of: (i) How and why an entity uses derivative instruments; (ii) How derivative instruments and 
related hedged items are accounted for under SFAS 133 and its related interpretations and (iii) How derivative 
instruments and related hedged items affect an entity’s financial position, financial performance and cash 
flows. This statement is effective for financial statements issued for fiscal years and interim periods beginning 
after November 15, 2008, with early application encouraged. The Company does not expect the adoption of 
SFAS 161 to have a material impact on its financial statements. 

In May 2008, the FASB issued SFAS 162, “The Hierarchy of Generally Accepted Accounting Principles” 
(SFAS 162). SFAS 162 is intended to improve financial reporting by identifying a consistent framework, or 
hierarchy, for selecting the principles used in the preparation of financial statements of nongovernmental 
entities that are presented in conformity with GAAP. This statement shall be effective 60 days following the 
Securities and Exchange Commission’s approval of the Public Company Accounting Oversight Board Auditing 
amendments to AU Section 41 1, “The Meaning of Present Fairly in Conformity with Generally Accepted 
Accounting Principles”. The Company is evaluating the impact of this standard and does not expect the 
adoption of SFAS 162 to have a material impact on the Company’s financial statements. 
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2. Enterprise Assets-Discontinued Operations 

In 2007, the Company sold its Enterprise division operations, which had previously been included in its 
Commercial Segment. The operations and cash flows of the business have been eliminated from those of 
continuing operations and the Company has no significant involvement in the operations since the disposal 
transactions. Accordingly, the assets, liabilities, and results of operations for the Enterprise assets have been 
classified as discontinued operations for all periods presented in the Consolidated Financial Statements in 
accordance with Statement of Financial Accounting Standards No. 144, Accounfing for the Impairment or 
Disposal of Long-Lived Assets (Statement No. 144). Impairment charges of $15,500 to adjust the estimated 
carrying value of Enterprise long-lived assets and goodwill were recorded during 2006 based on information 
obtained during the process of offering the operating assets for sale and the declines in the Subscriber 
businesses being sold. 

Effective January 1, 2007, the Company sold two of its three Enterprise units to strategic buyers for 
common stock in the acquiring publicly traded companies valued at approximately $1,000 and earn-out 
arrangements. During the year ended December 31, 2008, we wrote down the public securities to $78. The 
Company does not expect to receive material payments from the earn-out arrangement. During May 2007, the 
last Enterprise unit was sold for $4,000 in cash (of which $200 was released from escrow in June 2008), a 
$1,000 18-month note which was paid in full in November 2008, and $250 in equity interest. 

3. Incomel(1oss) Per Common Share 

Basic income/(loss) per common share is based upon the average number of shares of common stock 
outstanding during the period. Stock options to purchase approximately 2.6 million, 2.5 million and 6.5 million 
shares were excluded from the computation of diluted net income per share because their inclusion would 
have been anti-dilutive for the years ended 2008, 2007, and 2006, respectively. Because we incurred a loss 
from continuing operations in 2007 potentially dilutive securities were excluded from the computation because 
the result would be anti-dilutive. These potentially dilutive securities consist of stock options, restricted stock, 
and warrants as discussed in Notes 1 and 17. 
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The following table summarizes the computations of basic and diluted earnings per share for the years 
ended December 31: 

2008 2007 2006 

Income/(loss) from continuing $ 57,568 

$ 57,568 

Denominator for basic earnings per share - weighted-average common 
shares outstanding 

stock options based on treasury stock method 
warrants based on treasury stock method 

Denominator for diluted earnings per share - weighted-average common 

Income/(loss) per share - basic: 
Income/(loss) per share from cont 
Loss per share from discontinued 
Net income/(loss) per share - ba 
Income/(loss) per share - diluted: 
!ncome/(loss) per share from continuing operations 
Loss per share from discontinued operations 
Net income/(loss) per share-diluted $ 1.23 $ (0.03) 

shares outstanding and assumed conversions 

4. Supplemental Disclosure of Cash Flow Information 

Property and equipment acquired under capital leases totaled $3,343, $1,979, and $1,725 during the years 
ended December 31,2008, 2007, and 2006, respectively. 

As partial consideration for our 2007 divestitures, we received publicly trade common stock in two of the 
acquiring companies valued at approximately $1,000 at the time of January 2007 closing on the transactions. 
During 2008, the Company returned a portion of the common stock of one of the acquiring companies in 
settlement of a divestiture post closing adjustment claim. We recorded a $140 expense as part of this 
settlement. 

respectively. 

income taxes were paid for 2007 and 2006. 

Interest paid totaled $922, $1,002, and $607 during the years ended December 31, 2008, 2007, and 2006, 

Alternative minimum income taxes and estimated state income taxes paid totaled $559 during 2008. No 

5. Unbilled Receivables 

accounting principles over the amounts billable at contract milestones. Substantially all unbilled receivables are 
expected to be billed and collected within twelve months. 

Unbilled receivables consist of the excess of revenue earned in accordance with generally accepted 

F-15 

Source: TELECOMMUNICATION SYSTEMS INC /FA/, 10-K, March 03,2009 

I 

L~~ ~ ~ ~~~ 

Powered by MornirigslaPDocurnei~t ResearLliSM 



TeleCommunication Systems, Inc. 

Notes to Consolidated Financial Statements - (Continued) 
(amounts in thousands, except share and per share data) 

6. Inventory 

Inventory consisted of the following at December 31: 

2008 2007 -- 
Component parts 
Finished goods 

- -  Total inventory at year end 

7. Property and Equipment 

Property and equipment consisted of the following at December 31: 

2008 2007 

Computer equipment 

8. Acquired Intangible Assets and Capitalized Software Development Costs 

Our acquired intangible assets and capitalized software development costs consisted of the following: 

December 31, December 31, 
2008 2007 

Gross Gross 
Carrying Accumulated Carrying Accumulated 
Amount Amortization Net Amount Amortization Net 

Acquired intangible 

Software development costs, 
including acquired technology 9,646 6,873 2,773 9,189 4,783 4,406 

10,864 7,529 10,40 

E 

$ 3,335 
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We routinely update our estimates of the recoverability of the software products that have been capitalized. 
Management uses these estimates as the basis for evaluating the carrying values and remaining useful lives of 
the respective assets. 

9. Accounts Payable and Accrued Expenses 

Our accounts payable and accrued expenses consisted of the following at December 31: 

2008 2007 
Accounts payable 
Accrued expenses 

Total accounts payable and accrued expenses at year end 

Accrued expenses consist primarily of costs incurred for which we have not yet been invoiced, accrued 
sales taxes, and amounts due to our E9-1-1 customers that we have billed and collected from regulating 
agencies on their behalf under cost recovery arrangements. 

10. Line of Credit 

We have maintained a line of credit arrangement with our principal bank since 2003. In June 2007, we 
amended the agreement to extend our line of credit and decrease the cost of borrowing. Under the amended 
agreement, the availability of the line was extended to June 2010, and the borrowing rate decreased from 
prime plus 1.25% to the bank's prime rate which was 3.25% per annum at December 31, 2008. Our maximum 
borrowing availability remained the same at $22,000. Borrowings at any time are limited to an amount based 
principally on accounts receivable levels and a working capital ratio, each as defined in the amended line of 
credit agreement. The line of credit available is also reduced by the amounts of letters of credit outstanding 
which totaled $2,280 at December 31, 2008. As of December 31,2008 and 2007 we had no borrowings 
outstanding under the line of credit and we had approximately $19,300 and $11,000, respectively, of unused 
borrowing availability under this line. 

Our amended line of credit and term loan agreement contains covenants requiring us to maintain a 
minimum adjusted quick ratio and a minimum liquidity ratio as well as other restrictive covenants including, 
among others, restrictions on our ability to merge, acquire assets above prescribed thresholds, undertake 
actions outside the ordinary course of our business (including the incurrence of indebtedness), guarantee debt, 
distribute dividends, and repurchase our stock, and maintenance of a minimum tangible net worth. The 
agreement also contains a subjective covenant that requires (i) no material adverse change in the business, 
operations, or financial condition of the Company occur, or (ii) no material impairment of the prospect of 
repayment of any portion of the borrowings under the agreement; or (iii) no material impairment of value or 
priority of the lenders security interests in the collateral of the bank credit agreement. As of December 31, 
2008, we were in compliance with the covenants related to our line of credit and we believe that the Company 
will continue to comply with its restrictive covenants. If our performance does not result in compliance with any 
of these restrictive covenants, we would seek to further modify our financing arrangements, but there can be 
no assurance that the bank would not exercise its rights and remedies under its agreement with us, including 
declaring all outstanding debt due and payable. 

In December 2006, we borrowed $5,000 under 3-year notes secured by accounts receivable of one 
customer. Effective March 28, 2008, we prepaid this debt in full and modified the terms of the note to a line of 
credit. Under the line of credit agreement, the maximum indebtedness of the line is equal to $1,700 at 
December 31, 2008 less $150 per until the maturity date of December 28, 2009. The borrowing rate is the 
London InterBank Offered Rate (LIBOR) plus 500 basis points. As of December 31, 2008, the Company has 
not borrowed against this line. 

F-17 

e 

Source: TELECOMMUNICATION SYSTEMS INC /FA/, 10-K, March 03, 2009 Powered by Morrihgstai". Docurnent ResearchSM 



TeleCommunication Systems, Inc. 

Notes to Consolidated Financial Statements - (Continued) 
(amounts in thousands, except share and per share data) 

11. Long-Term Debt 

Long-term debt consisted of the following at December 31: 

2008 2007 
ote payable dated June 2 
per annum, S-ee-further d 

ote payable dated December 
credit (see Not 

Other, paid in fdl 
Total long term debt 7,167 12,669 

Non current portion of long term debt $ 5,167 $ 9,008 
Less: current port_ 

Aggregate maturities of long-term debt at December 31, 2008 are as follows: 

2 
2 
2 
2 

On June 25, 2007, we refinanced $10,000 of March 2006 secured notes with a five year bank term loan. 
The borrowing rate under the new term loan was the prime rate plus 0.25% per annum (3.5% at December 31, 
2008) and payments are due in equal monthly installments of $167 plus interest. In March 2006, we issued 
(i) $10,000 of secured notes due March 10, 2009, with cash interest at 14% per annum, and (ii) warrants to 
purchase an aggregate of 1.75 million shares of our Class A Common Stock at an exercise price of $2.40 per 
share. In December 2008, the holders of 1 .I million of the warrants exercised those warrants and 1.1 million 
shares were issued. The remaining 0.7 million warrants remain outstanding and expire March 2011. The 
resulting carrying value of the debt at issuance was $6,500, net of the original discount of $3,500 which was 
being amortized to interest expense over its three-year term using the effective interest method, yielding an 
effective interest rate of 15.2%. The remaining unamortized debt discount and issuance expenses of 
$2,458 million were written off in the second quarter of 2007 as a result of early retirement of the March 2006 
note. 

@ 

12. Capital Leases 

for capital leases at December 31: 
We lease certain equipment under capital leases. Property and equipment included the following amounts 

2008 2007 -- 

Capital leases are collateralized by the leased assets, Our capital leases generally contain provisions 
whereby we can purchase the equipment at the end of the lease for a one dollar buyout or the current fair 
market value 
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capped at 18.5% of the original purchase price. Amortization of leased assets is included in depreciation and 
amortization expense. 

Future minimum payments under capital lease obligations consisted of the following at December 31, 2008: 

Total minimum lease payments 
Less: amounts representing interest 

e payments (including current portion of $1,837) 

13. Common Stock 

submitted to a vote of stockholders. Our Class B stockholders are entitled to three votes for each share owned. 
Our Class A common stockholders are entitled to one vote for each share of stock held for all matters 

14. Fair Value of Financial Instruments 

In the first quarter of 2008, we adopted SFAS 157 "Fair Value Measurements" for financial assets and 
liabilities. This standard defines fair value, provides guidance for measuring fair value, and requires certain 
disclosures. This standard does not require any new fair value measurements, but rather applies to all other 
accounting pronouncements that require or permit fair value measurements. This standard does not apply 
measurements related to share-based payments, nor does it apply to measurements related to inventory. 

SFAS 157 discusses valuation techniques, such as the market approach (comparable market prices), the 
income approach (present value of future income or cash flows), and the cost approach (cost to replace the 
service capacity of an asset or replacement cost). The statement utilizes a fair value hierarchy that prioritizes 
the inputs to valuation techniques used to measure fair value into three broad levels. The following is a brief 
description of those three levels: 

Level 1: Observable inputs such as quoted prices (unadjusted) in active markets for identical assets or 
liabilities. 

Level 2: Inputs other than quoted prices that are observable for the asset or liability, either directly or 
indirectly. These include quoted prices for similar assets or liabilities in active markets and quoted 
prices for identical or similar assets or liabilities in markets that are not active. 

Level 3: Observable inputs that reflect the reporting entity's own assumptions. 

Our population of financial assets and liabilities subject to fair value measurements and the necessary 
disclosures are as follow: 

Fair Value as of Fair Value Measurements at 12/31/2008 
12/31/2008 Using Fair Value Hierarchy 

Total Level 1 Level 2 Level 3 

39,055 $ 39,055 $ -  $ -  
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The fair values of marketable securities are based on quoted market prices from various stock exchanges. 

15. Income Taxes 

The Company accounts for income taxes under SFAS 109 using the asset and liability approach to 
accounting for income taxes. Deferred tax assets and liabilities are determined based upon differences 
between financial reporting and tax bases of assets and liabilities and are measured using the enacted tax 
rates and laws that will be in effect when the differences are expected to reverse. Net deferred tax assets are 
recorded when it is more likely than not that the tax benefits will be realized. 

The provision for income taxes consisted of the following at December 31: 

2008 

Total deferred (34,045) 
Total benefit for income taxes from continuing operations $ (33,257) 

In previous years, the Company recorded a full valuation allowance against its deferred tax assets due to 
uncertainty surrounding the realization of the benefits of such assets: therefore, there was no tax provision in 
2007 or 2006. For 2008, based on historical taxable income from continuing operations and projections for 
future taxable income, the Company determined that it is more likely than not that its deferred tax assets are 
expected to be realized, and reversed the valuation allowance. The reversal of the valuation allowance and 
other adjustments to the deferred tax assets resulted in the recognition of income tax benefits of $33,257 in 
2008. The $33,257 benefit is comprised of a federal benefit of $29,302 and a state net benefit of $3,955. 
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Significant components of our deferred tax assets and liabilities at December 31 were: 

2008 2007 
Deferred tax assets 

Stock compensation expense 
Depreciation and amprtization 
Reserves and accrued expenses 
Alternative minimum tax credit 
Deferred revenue 
Other 

Total deferred tax assets 
Deferred tax liabilitie 

Capitalized softwar 
Other 

Total deferred tax liabilities 
Net deferred tax asset 
Valuation allowance for net deferred tax asset 
Net deferred tax asset recognized in the consolidated balance sheets 

I ,7"L 

636 

At December 31,2008, we had U.S. federal net operating loss carryforwards for income tax purposes of 
approximately $81,643, which includes approximately $24,177 of remaining acquired net operating losses from 
the acquisition of Xypoint in 2001, and $9,361 from the excess tax benefits related to stock-based 
compensation deductions which will increase additional paid in capital once the benefit is realized, through a 
reduction of income taxes payable. The net operating loss carryforwards acquired in connection with the 
purchase ofXypoint in 2001 will begin to expire in 2018. The remaining net operating loss carryforwards will 
expire from 201 9 through 2027. 

tax years will be limited by the amounts and timing of future taxable income and by the application of the 
ownership change rules under Section 382 of the Internal Revenue Code. Utilization of the Xypoint net 
operating losses are limited as a result of ownership changes occurring in 1997 and 2001. Additionally, the 
Company determined that they had an ownership change in December 2001, which imposes an annual 
limitation of the net operating losses created in 1999 to 2001. As of December 31, 2007, the Company reduced 
its deferred tax assets related to the portion of the research and development tax credits acquired from Xypoint 
that are limited under Section 382, which cannot be used before they expire. 

The remaining U.S. federal net operating loss carryforwards may become subject to limitations under the 
Internal Revenue Code as well. We have state net operating loss carryforwards available which expire through 
2027, utilization of which will be limited in a manner similar to the federal net operating loss carryforwards. At 
December 31,2008, the Company had federal alternative minimum tax credit carry forwards of approximately 
$636, which are available to offset future regular federal taxes. Research and development credits of 
approximately $294 will begin to expire in 2011. 

The timing and manner in which we may utilize the net operating loss carryforwards and tax credits in future 
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The reconciliation of the reported income tax benefit to the amount that would result by applying the 
U.S. federal statutory rate of 34% to loss from continuing operations for the year ended December 31 is as 
follows: 

2007 2006 - -  2008 

Non deductible items 

Upon the adoption of FIN 48, the estimated value of the Company’s uncertain tax positions was a liability of 
$2,736 resulting from unrecognized net tax benefits which did not include interest and penalties. It is 
reasonably possible theses unrecognized deferred tax benefits will be recognized in the next twelve months 
through the tax provision. The Company does not currently anticipate that the total amounts of unrecognized 
tax benefits will significantly increase within the next 12 months. The Company recorded the estimated value of 
its uncertain tax positions by reducing the value of certain tax attributes. 

The following table summarizes the activity related to the Company’s unrecognized tax benefits (excluding 
interest, penalties and related tax carry forwards): 

Total 

Gross increases r 
Gross decreases-r 

0 
Balance at December 31,2007 $ 2,736 

If the Company’s positions are sustained by the taxing authority in favor of the Company, approximately, 
$2,736 (excluding interest and penalties) of uncertain tax position liabilities would favorably impact the 
Company’s effective tax rate. 

unrecognized tax benefits as a component of the provision for income taxes. There were no interest or 
penalties recognized in the consolidated statement of income for year ended December 31, 2008 and the 
consolidated balance sheet at December 31, 2008. The Company files income tax returns in U.S. and state 
jurisdictions. As of December 31, 2008, open tax years in the federal and some state jurisdictions date back to 
1999, due to the taxing authorities’ ability to adjust operating loss carry forwards. 

Upon the adoption of FIN 48, the Company’s policy is to classify any interest and penalties accrued on any 
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16. Employee Benefit Plan 

The Company maintains a 401(k) plan covering defined employees who meet established eligibility 
requirements. Under the provisions of the plan, the Company may contribute a discretionary match. The plan 
may also contribute a non-elective contribution determined by the Company. For 2008, the Company matched 
35% of employee deferrals. The Company contribution was $798, $575, and $218 for the years ended 
December 31, 2008,2007, and 2006 respectively. 

17. Stock-based Compensation Plans 

We maintain two stock-based compensation plans: a stock incentive plan, and an employee stock purchase 
plan. 

Stock lncenfive Plan. We maintain a stock incentive plan that is administered by our Compensation 
Committee of our Board of Directors. Options granted under the plan vest over periods ranging from one to five 
years and expire 10 years from the date of grant. Under the principal share-based compensation plans, the 
Company may grant certain employees, directors and consultants options to purchase common stock, stock 
appreciation rights and restricted stock units. Options are rights to purchase common stock of the Company at 
the fair market value on the date of the grant. Stock appreciation rights are equity settled share-based 
compensation arrangements whereby the number of shares that will ultimately be issued is based upon the 
appreciation of the Company's common stock and the number of awards granted to an individual. Restricted 
stock units are equity settled share-based compensation arrangements of a number of share of the Company's 
common stock. Restricted stock unit holders do not have voting rights until the restrictions lapse. 

Beginning January 1, 2006, the Company adopted SFAS 123(R) using the modified prospective method. 
Consistent with the requirements of SFAS 123(R), we recognized compensation expense net of estimated 
forfeitures over the requisite service period, which is generally the vesting period of 5 years. The Company 
estimates the fair value of each stock option award on the date of grant using the Black-Scholes option-pricing 
model. Expected volatilities are based on historical volatility of the Company's stock. The Company estimates 
forfeitures based on historical experience and the expected term of the options granted are derived from 
historical data on employee exercises. The risk free interest rate is based on the U.S. Treasury yield curve in 
effect at the time of the grant. The Company has not paid and does not anticipate paying dividends in the near 
future. 
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A summary of our stock option activity and related information consisted of the following for the years 
ended December 31 (all share amounts in thousands): 

2008 2007 2006 
Weighted Weighted Weighted 
Average Average Average 

Number of Exercise Number of Exercise Number of Exercise 
Options Price Options Price Options Price 

Outstanding, end of yea 
Exercisable, at end of year 6,308 $ 4.12 6,515 $ 4.14 6,823 $ 4.33 

Vested and expe 
vest, at end of 

Estimated 
weiqhted-average qrant- 
date fair value of options 
granted during the year $ 2.07 $ 3.69 $ 2.42 

Weighted Weighted Weighted 
Number of Average Number of Average Number of Average 
Options Fair Value Options Fair Value Options Fair Value 

Non-vested, beginning of year 
Forfeited 

Exercise prices for options outstanding at December 31, 2008 ranged from $0.29 to $26.05 as follows (all 
share amounts in thousands): 

Weighted-Average 
Weighted-Average Remaining Weighted-Average 

Exercise Prices Contractual Life Exercise Prices 
Options of Options of Options Options of Options 

Outstanding Outstanding (years) Exercisable Exercisable 
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As of December 31, 2008, the aggregate intrinsic value of options exercisable was $56,348. As of 
December 31, 2008, we estimate that we will recognize $3,385 in expense for outstanding, unvested options 
over their weighted average remaining vesting period of 3.9 years. 

In calculating the fair value of our stock options using Black-Scholes for the years ended December 31, 
2008, 2007, and 2006, respectively, our assumptions were as follows: 

For The Years Ended 
December 31, 

2008 2007 2006 

2. 

Dividend yield(%) 0% 0% 0% 

For the years ended December 31, 2008, 2007, and 2006, the Company granted a total of 20,556, 89,600, 
and 22,025 of restricted shares of Class A Common Stock to directors and certain key executives. The 
restrictions expired at the end of one year for directors and expire in annual increments over three years for 
executives conditional on continued employment. The fair value of the restricted stock on the date of issuance 
is recognized as non-cash stock compensation expense over the period over which the restrictions expire. We 
recognized $105, $328, and $244 of non-cash stock compensation expense related to these grants for the 
years ended December 31, 2008, 2007, and 2006, respectively. We expect to record future stock 
compensation expense of $50 as a result of these restricted stock grants that will be recognized over the 
remaining vesting periods. 

employees an opportunity to purchase shares of our Class A Common Stock. The Plan allows for the purchase 
of 1,384,932 shares of our Class A Common Stock at a discount of 15% of the fair market value. The discount 
of 15% is calculated based on the average daily share price on either the first or the last day of each quarterly 
enrollment period, whichever date is more favorable to the employee. Option periods are three months in 
duration. As of December 31,2008, 1,092,821 shares of Class A Common Stock have been issued under the 
Plan. Compensation expense relating to the Employee Stock Purchase Plan is not material. 

comprised of: 

Employee Stock Purchase Plan. We have an employee stock purchase plan (the Plan) that gives all 

As of December 31, 2008, our total shares of Class A Common Stock reserved for future issuance is 

(in thousands) 
Stock incentive plan 
Warrants (see Note 

Total shares restricted for future use 5,516 

As of December 31,2008, the composition of non-cash stock compensation expense was as follows: 

2008 2007 2006 --- 

e 
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18. Operating Leases 

We lease certain office space and equipment under non-cancelable operating leases that expire on various 
dates through 201 5. Future minimum payments under non-cancelable operating leases with initial terms of one 
year or more consisted of the following at December 31, 2008: 

Our leases include our offices in Annapolis, Maryland under a lease expiring in March 2011, a second 
facility in Annapolis under a lease expiring in April 201 3, a facility in Seattle, Washington under a lease expiring 
in September 2010, a facility in Oakland, California under a lease expiring August 2012, and we relocated our 
production facility in Tampa, Florida under a lease expiring in December 2014. The Annapolis facilities are 
utilized for executive and administrative offices, as well as portions of our Commercial and Government 
Segments. The Seattle and Oakland facilities are utilized by our Commercial Segment and the Tampa facility 
is utilized by our Government Segment. Future payments on all of our leases are estimated based on future 
payments including the minimum future rent escalations, if any, stipulated in the respective agreements. 

2008, 2007, and 2006, respectively. 
Rent expense for continuing operations was $4,079, $3,823, and $3,603 for the years ended December 31, 

19. Concentrations of Credit Risk and Major Customers 

of accounts receivable and unbilled receivables. Those customers that comprised 10% or more of our 
revenues, accounts receivable, and unbilled receivables from continuing operations are summarized in the 
following tables. 

Financial instruments that potentially subject us to significant concentrations of credit risk consist primarily 

% of Total Revenues 
For the Year Ended 

December 31, 
Segment 2008 - 2007 - 2006 Customer 

U .S ,Government Gzvernment 42 25% 
Customer A Commercial 22% 20% 20% 

- 

As of December 31,2008 

Customer Receivable Receivables Receivable Receivables 
US. Government 73 40% 66% 
Customer A 10 10% 10% 
Customer B 10 11 % 10% 

As of December 31,2007 
Accounts Unbilled Accounts Unbilled 

As of December 31, 2008, our total exposure to credit risk was $69,532 based on the amount due to us by 
the above customers. As of December 31, 2007, our exDosure to such risks was $23,689. We did not 
experience significant losses from amounts due to us by any customers for the year ended December 31, 
2007. 

20. Business and Geographic Segment Information 

Our two reporting segments are the Commercial Segment and the Government Segment. 
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m 
Our Commercial Segment products and services enable wireless carriers to deliver short text messages, 

location information, internet content, and other enhanced communication services to and from wireless 
phones. Our Commercial Segment also provides E9-1-1 services, commercial location-based services, 
inter-carrier text message distribution services, and carrier technology on a hosted, or service bureau, basis. 
We also earn subscriber revenue through wireless applications including our Rand McNaIlyB Traffic 
application. 

including our SwiftLinkB deployable communication systems. We also own and operate secure satellite 
teleport facilities, resell access to satellite airtime (known as space segment), and provide communication 
systems integration, information technology services, and software systems and services to the 
U.S. Department of Defense and other government customers. 

Management evaluates segment performance based on gross profit. We do not maintain information 
regarding segment assets. Accordingly, asset information by reportable segment is not presented. 

For the years ended December 31, 2008,2007, and 2006, respectively, our revenues include 
approximately $8,598, $5,551, and $7,349 of revenues generated from customers outside of the United States. 

The following table sets forth results for our reportable segments as of December 31, 2008. All revenues 
reported below are from external customers. A reconciliation of segment gross profit to net loss for the 
respective periods is also included below: 

Our Government Segment designs, assembles, sells and maintains data network communication systems, 

Year Ended December 31, 
2008 2007 2006 

Comm. Gvmt Total Comm. Gvmt Total Comm. Gvmt Total --------- 
Revenue 

Services $ 64,441 $ 36,918 $ 101,359 $ 58,793 $ 29269 
36,556 17,219 19,337 37,429 81.354 118,783 ---- Systems 

101.870 118,272 220,142 68,854 144,168 --- Total revenue 
Direct costs of 

revenue 
Direct cast of 

Direct cost of 
services 32,402 29,192 61,594 29,346 22,815 52,161 31,409 21,131 52,540 

systems 8.993 68,298 77,291 5024 32.882 37,906 5,211 12,672 17,883 
Total Direct Costs 41 395 97490 138 885 34370 55,697 90,067 36.620 33,803 70,423 

Services gross profit 39,765 29,44 6,454 35,901 28,332 7,508 35.840 
Systems gross profit 41,492 11,49 6,703 18,200 12,008 6,665 18.673 

Gross proflt 

Total Gross Pmfil I 60,475 $ 20,782 $ 81.257 $ 40,944 $ 13,157 $ 54,101 $ 40,340 $ 14,173 $ 54,513 
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2008 2007 2006 

Total segment gross profit 
Research and development e 
Sales and marketing expgns 

57,568 1,976 
Loss from discont (23,671) 
Net incomel(1oss) $ 57,568 $ (1,289) $ (21,695) 

21. Quarterly Financial Information (Unaudited) 

and 2007. The quarterly information has not been audited, but in our opinion, includes all normal recurring 
adjustments, which are, in the opinion of the Management, necessary for fair statement of the results of the 
interim periods. 

The following is a summary of the quarterly results of operations for the years ended December 31, 2008 

2008 
Three Months Ended 

(unaudited) 
December 31 March 31 June 30 September 30 

Revenue $ 40,413 $ 43,911 $ 56,531 $ 79,287 

Gross profit $ 19,564 $ 19,212 $ 17,457 $ 25,024 

Income from continuing operations $ 4,618 $ 11,965 $ 2,757 $ 38,228 

- Loss from discontinued operations - 
Net incom 4,618 

share - basic from continuing 

Net income per share - basic 0.11 $ 0.28 $ 0.06 $ 0.87 

Earnings per share - diluted from continuing 
operations $ 0.11 $ 0.26 $ 0.06 $ 0.78 

Loss per share - diluted from discontinued - $ - $ - $ operations - 
Net er sha 
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2007 
Three Months Ended 

(unaudited) 
March 31 June 30 September 30 December 31 

Revenue $ 37,078 

Gross profit $ 14,295 $ 10,681 $ 14,138 $ 14,987 

Incorne/(loss) from continuing operations 
Income/(loss) from discontinued operations 

continuing operations 

Earnings/(loss) per share - diluted 

Net income/(loss) per share - diluted from 
continuing operations 

discontinued operations $ (0.00) $ (0.00) $ 0.00 $ (0.00) 
Net incorne/(loss) per share - diluted $ 0.02 $ (0.15) $ 0.04 $ 0.06 

22. Commitments and Contingencies 

The Company has been notified that some customers may seek indemnification under its contractual 
arrangements with those customers for costs associated with defending lawsuits alleging infringement of 
certain patents through the use of our products and services in combination with the use of products and 
services of multiple other vendors. The Company will continue to negotiate with these customers in good faith 
because the Company believes its technology does not infringe on the cited patents and due to specific 
clauses within the customer contractual arrangements that may or may not give rise to an indemnification 
obligation. Although the Company cannot currently predict the outcome of these matters, we do not expect the 
resolutions will have a material effect on our consolidated results of operations, financial position or cash flows. 

In November 2001, a shareholder class action lawsuit was filed against us, certain of our current officers 
and a director, and several investment banks that were the underwriters of our initial public offering (the 
“Underwriters”): Highstein v. TeleCommunication Systems, Inc., et al., United States District Court for the 
Southern District of New York, Civil Action No. 01-CV-9500. The plaintiffs seek an unspecified amount of 
damages. The lawsuit purports to be a class action suit filed on behalf of purchasers of our Class A Common 
Stock during the period August 8, 2000 through December 6, 2000. The plaintiffs allege that the Underwriters 
agreed to allocate our Class A Common Stock offered for sale in our initial public offering to certain purchasers 
in exchange for excessive and undisclosed commissions and agreements by those purchasers to make 
additional purchases of our Class A Common Stock in the aftermarket at pre-determined prices. The plaintiffs 
allege that all of the defendants violated Sections 11, 12 and 15 of the Securities Act, and that the underwriters 
violated Section 10(b) of the Exchange Act, and Rule lob-5 promulgated thereunder. The claims against us of 
violation of Rule lob-5 have been dismissed with the plaintiffs having the right to re-plead. On February 15, 
2005, the District Court issued an Order preliminarily approving a settlement agreement among class plaintiffs, 
all issuer defendants and their insurers, provided that the parties agree to a modification narrowing the scope 
of the bar order set forth in the settlement agreement. The parties agreed to a modification narrowing the 
scope of the bar order, and on August 31, 2005, the court issued an order preliminarily approving the 
settlement. On December 5, 2006, the United States Court ofAppeals for the Second Circuit overturned the 
District Court‘s certification of 
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the class of plaintiffs who are pursuing the claims that would be settled in the settlement against the 
underwriter defendants. Plaintiffs filed a Petition for Rehearing and Rehearing En Banc with the Second Circuit 
on January 5, 2007 in response to the Second Circuit‘s decision. On April 6 ,  2007, the Second Circuit denied 
plaintiffs’ rehearing petition, but clarified that the plaintiffs may seek to certify a more limited class in the District 
Court. On June 25, 2007, the District Court signed an Order terminating the settlement. On November 13, 
2007, the issuer defendants in certain designated “focus cases” filed a motion to dismiss the second 
consolidated amended class action complaints that were filed in those cases. On March 26, 2008, the District 
Court issued an Opinion and Order denying, in large part, the motions to dismiss the amended complaints in 
the “focus cases.” We intend to continue to defend the lawsuit until the matter is resolved. We have purchased 
Directors and Officers insurance policy which we believe should cover any potential liability that may result 
from these claims, but can provide no assurance that any or all of the costs of the litigation will ultimately be 
covered by the insurance. No reserve has been created for this matter. More than 300 other companies have 
been named in nearly identical lawsuits that have been filed by some of the same law firms that represent the 
plaintiffs in the lawsuit against us. 

On July 12, 2006, we filed suit in the United States District Court for the Eastern District of Virginia against 
Mobile 365 (now Sybase 365, a subsidiary of Sybase Inc.) and WiderThan Americas for patent infringement 
related to U.S. patent No. 6,985,748, Inter-Carrier Short Messaging Service Providing Phone Number Only 
Experience (“the ‘748 patent“), issued to the Company. We resolved the matter with regard to WiderThan 
Americas, and, during the second quarter of 2007, we received a favorable jury decision that Sybase 365 
infringed the claims of our patent. The jury awarded us a one-time monetary payment in excess of $10 million 
for past damages and a 12% royalty. The jury also found Sybase 365’s infringement willful and upheld the 
validity of the patent. After the jury verdict, both parties filed post-trial motions. The court denied Sybase 365’s 
post-trial motion for a new trial or a judgment in its favor, granted our motion for a permanent injunction 
prohibiting any further infringement by Sybase 365, but stayed the injunction pending the outcome of any 
appeal that may be filed, reduced the jury verdict damages award by $2.2 million and vacated the jury finding 
of willful infringement. We expect that Sybase 365 will appeal from the final judgment of the district court to 
U.S. Court of Appeals for the Federal Circuit. In the first quarter of 2008, Sybase 365 filed a request for 
reexamination of the ‘748 patent claiming that the patent is invalid. In the second quarter of 2008, the United 
States Patent and Trademark Office granted the request and began the requested reexamination of the ‘748 
patent. There can be no assurances to what extent the matter will continue to be successful, if at all. 
Additionally, we could become subject to counterclaims or further challenges to the validity of the ‘748 patent. 
To date, the Company has not received or recorded any amounts related to this jury award. 

Other than the items discussed immediately above, we are not currently subject to any other material legal 
proceedings. However, we may from time to time become a party to various legal proceedings arising in the 
ordinary course of our business. 

23. Related Party Transactions 
In February 2003, we entered into an agreement with Annapolis Partners LLC to explore the opportunity of 

relocating our Annapolis offices to a planned new real estate development. Our President and Chief Executive 
Officer owns a controlling voting and economic interest in Annapolis Partners LLC and he also serves as a 
member. The financial and many other terms of the agreement have not yet been established. The lease is 
subject to several contingencies and rights of termination. For example, the agreement can be terminated at 
the sole discretion of our Board of Directors if the terms and conditions of the development are unacceptable to 
us, including without limitation the circumstances that market conditions make the agreement not favorable to 
us or the overall cost is not in the best interest to us or our shareholders, or any legal or regulatory restrictions 
apply. Our Board of Directors will evaluate this opportunity along with alternatives that are or may become 
available in the relevant time periods and there is no assurance that we will enter into a definitive agreement at 
this new development site. 
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SIGNATURES 

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant 
has duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized. 
TeleCommunication Systems, Inc. 

Pursuan 3 the requirements o 

By: /SI MAURICE B. TOSB 
Maurice B. Tose 

Chief Executive OfficeC President and 
Chairman of the Board 

the Securities Exchange Act of 1934, this report has been signed below by 
the following persons on behalf of the registrant and in the capacities and on the dates indicated. The 
undersigned hereby constitute and appoint Maurice B. Tose, Thomas M. Brandt, Jr. and Bruce A. White, and 
each of them, their true and lawful agents and attorneys-in-fact with full power and authority in said agents and 
attorneys-in-fact, and in any one or more of them, to sign for the undersigned and in their respective names as 
directors and officers of TeleCommunication Systems, any amendment or supplement hereto. The 
undersigned hereby confirm all acts taken by such agents and attorneys-in-fact, and any one or more of them, 
as herein authorized 

Name Title 

IS/ MAURICE B. TOSB Chief Executive Officer, President and 
Chairman of the Board (Principal Executive 

Chief Financial Officer and Senior Vice 
President (Principal Financial Officer) and 

Maurice B. Tose Officer) 
IS/ THOMAS M. BRANDT, JR. 

Thomas M. Brandt, Jr. Director 
IS/ JAMES M. BETHMANN Director 

James M. Bethmann 
/S/ CLYDE A. HEINTZELMAN Director 

Clyde A. Heintzelman 
/SI JAN C. HULY Director 

Jan C. Huly 
IS /  RICHARD A. KOZAK Director 

Richard A. Kozak 
Director 

Weldon H. Latham 
/SI BYRON F. MARCHANT Director 

I .  

Date 

March 3, 
2009 

March 3, 
2009 

March 3, 
2009 

March 3, 
2009 

March 3, 
2009 

March 3, 
2009 

March 3, 
2009 

March 3, 
2009 

Byron F. Marchant 
IS/ RICHARDA. YOUNG Executive Vice President, Chief Operating 

Officer and Director 
Richard A. Young 
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Exhibit 
Numbers Description 

4.1 

4.2 

4.3 

4.5 

4.6 

4.7 

4.8 

4.9 

4.10 

4.11 

10.1 

10.27 

10.3t 

10.4t 

10.5t 

10.6t 

10.7t 

10.8t 

l 0 . 9 t  

10.1ot 

Amended and Restated Articles of Incorporation. (Incorporated by reference to the company's Quarterly 
Report on Form 10-Q for the quarter ended June 30,2004) 
Second Amended and Restated Bylaws. (Incorporated by reference to the Company's Quarterly Report on 
Form 10-Q for the quarter ended June 30,2004) 
Form of Class A Common Stock certificate. (Incorporated by reference to the Company's Registration 
Statement on Form S-I (No. 333-35522)) 
Warrants to Purchase Common Stock issued pursuant to the Securities Purchase Agreement for each of the 
investors party to the Securities Purchase Agreement dated January 13, 2004. (Incorporated by reference to 
the Company's Current Report on Form 8-K filed on January 23,2004) 
Note Purchase Agreement dated March 13,2006 by and among the Company and the Purchasers named 
therein (Incorporated by reference to the Company's Annual Report on Form 10-K, as amended, for the year 
ended December 31,2005) 
Warrants to Purchase Common Stock issued pursuant to the Note Purchase Agreement dated March 13, 
2006 to each of the Purchasers named therein (Incorporated by reference to the Company's Annual Report 
on Form 10-K, as amended, for the year ended December 31,2005) 
Notes issued pursuant to the Note Purchase Agreement dated March 13,2006 to each of the Purchasers 
named therein (Incorporated by reference to the Company's Annual Report on Form IO-K, as amended, for 
the year ended December 31,2005) 
Registration Rights Agreement dated March 13, 2006 by and among the Company and the Investors named 
therein (Incorporated by reference to the Company's Annual Report on Form 10-K, as amended, for the year 
ended December 31,2005) 
Intellectual Property Security Agreement dated March 13, 2006 by and among the Company, Bonanza 
Master Fund Ltd., as Agent, and the Secured Parties named therein (Incorporated by reference to the 
Company's Annual Report on Form IO-K, as amended, for the year ended December 31,2005) 
Subordination Agreement dated March 13, 2006 by and among the Company, Silicon Valley Bank, and the 
Purchasers named therein (Incorporated by reference to the Company's Annual Report on Form 10-K, as 
amended, for the year ended December 3t ,  2005) 
West Garrett Office Building Full service Lease Agreement dated October 1, 1997 by and between the 
Company and West Garrett Joint Venture. (Incorporated by reference to the Company's Registration 
Statement on Form S-1 (No. 333-35522)) 
Form of Indemnification Agreement. (Incorporated by reference to the Company's Registration Statement on 
Form S-1 (No. 333-35522)) 
Fourth Amended and Restated 1997 Stock Incentive Plan. (Incorporated by reference to Appendix A to the 
Company's definitive proxy statement for its 2004Annual Meeting of stockholders as tiled with the SEC on 
June 17,2004 (No. 000-30821)) 
First Amended and Restated Employee Stock Purchase Plan. (Incorporated by reference to the Company's 
Registration Statement on Form S-8 (No. 333-136072)) 
Optionee Agreement dated October 1, 1997 by and between the Company and Richard A. Young. 
(Incorporated by reference to the Company's Registration Statement on Form S-I  (No. 333-35522)) 
Optionee Agreement dated July 29, 1998 by and between the Company and Richard A. Young. (Incorporated 
by reference to the Company's Registration Statement on Form S-I  (No. 333-35522)) 
Optionee Agreement dated October 1, 1997 by and between the Company and Thomas M. Brandt, Jr. 
(Incorporated by reference to the Company's Registration Statement on Form S-I (No. 333-35522)) 
Optionee Agreement dated July 29,1998 by and between the Company and Thomas M. Brandt, Jr. 
(Incorporated by reference to the Company's Registration Statement on Form S-I (No. 333-35522)) 
Optionee Agreement dated April 1, 1999 by and between the Company and Thomas M. Brandt, Jr. 
(Incorporated by reference to the Company's Registration Statement on Form S-1 (No. 333-35522)) 
401(k) and Profit Sharing Plan of the Company dated January 1, 1999. (Incorporated by reference to the 
Company's Registration Statement on Form S-4 (No. 333-51656)) 

54 

Source: TELECOMMUNICATION SYSTEMS INC /FA/, IO-K, March 03,2009 Powered by Morningslal" Document ResearchSM 



Exhibit 
Numbers Description 

10.211. 

10.12t 

10.13j 

10.14t 

10.15$ 

10.16 

10.17t 

10.18t 

10.19t 

10.20t 

10.21t 

10.22t 

10.23t 

10.24t 

10.25t 

10.26-f 

10.27t 

10.28t 

10.29t 

10.30t 

10.31t 

10.32t 

Employment Agreement dated February 1, 2001 by and between the Company and Richard A. Young. 
(Incorporated by reference to the Company's Quarterly Report on Form 10-Q for the quarter ended 
September 30, 2001) 
Employment Agreement dated February 1,2001 by and between the Company and Thomas M. Brandt. 
(Incorporated by reference to the Company's Quarterly Report on Form 10-Q for the quarter ended 
September 30, 2001) 
Employment Agreement dated February 1,2001 by and between the Company and Drew A. Morin. 
(Incorporated by reference to the Company's Quarterly Report on Form 10-Q for the quarter ended 
September 30,2001) 
Employment Agreement dated February I, 2001 by and between the Company and Timothy J. Lorello. 
(Incorporated by reference to the Company's Quarterly Report on Form 10-Q for the quarter ended 
September 30, 2001) 
Services Integration Agreement dated January 31,2002 by and between the Company and Hutchison 3G. 
(Incorporated by reference to the Company's Annual Report on Form IO-K for the year ended December 31, 

Deed of Lease by and between Annapolis Partner, LLC and the Company. (Incorporated by reference to the 
Company's Annual Report on Form IO-K for the year ended December 31,2002) 
Restricted stock award certificate to Mr. Thomas M. Brandt, Jr. (Incorporated by reference to the Company's 
Quarterly Report on Form 10-Q for the quarter ended September 30,2003) 
Restricted stock award certificate to Mr. Thomas M. Brandt, Jr. (Incorporated by reference to the Company's 
Quarterly Report on Form 10-Q for the quarter ended September 30,2003) 
Restricted stock award certificate to Mr. Clyde A. Heintzelman. (Incorporated by reference to the Company's 
Quarterly Report on Form 10-Q for the quarter ended September 30,2003) 
Restricted stock award certificate to Mr. Richard A. Kozak. (Incorporated by reference to the Company's 
Quarterly Report on Form 10-Q for the quarter ended September 30,2003) 
Restricted stock award certificate to Mr. Weldon H. Latham. (Incorporated by reference to the Company's 
Quarterly Report on Form 10-Q for the quarter ended September 30, 2003) 
Restricted stock award certificate to Mr. Timothy J. Lorello. (Incorporated by reference to the Company's 
Quarterly Report on Form 1 0 4  for the quarter ended September 30,2003) 
Restricted stock award certificate to Mr. Timothy J. Lorello. (Incorporated by reference to the Company's 
Quarterly Report on Form 10-Q for the quarter ended September 30,2003) 
Restricted stock award certificate to Mr. Bryon F. Marchant. (Incorporated by reference to the Company's 
Quarterly Report on Form 10-Q for the quarter ended September 30,2003) 
Restricted stock award certificate to Mr. Drew A. Morin. (Incorporated by reference to the Company's 
Quarterly Report on Form 10-Q for the quarter ended September 30,2003) 
Restricted stock award certificate to Mr. Drew A. Morin. (Incorporated by reference to the Company's 
Quarterly Report on Form 10-Q for the quarter ended September 30,2003) 
Restricted stock award certificate to Mr. Maurice B. Tose. (Incorporated by reference to the Company's 
Quarterly Report on Form 10-Q for the quarter ended September 30,2003) 
Restricted stock award certificate to Mr. Maurice B. Tose. (Incorporated by reference to the Company's 
Quarterly Report on Form 10-Q for the quarter ended September 30,2003) 
Restricted stock award certificate to Mr. Kevin M. Webb. (Incorporated by reference to the Company's 
Quarterly Report on Form 10-Q for the quarter ended September 30,2003) 
Restricted stock award certificate to Mr. Kevin M. Webb. (Incorporated by reference to the Company's 
Quarterly Report on Form 1 0 4  for the quarter ended September 30,2003) 
Restricted stock award certificate to Mr. Richard A. Young. (Incorporated by reference to the Company's 
Quarterly Report on Form IO-Q for the quarter ended September 30,2003) 
Restricted stock award certificate to Mr. Richard A. Young. (Incorporated by reference to the Company's 
Quarterly Report on Form IO-Q for the quarter ended September 30,2003) 

2001) 
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10.33 Registration Rights Agreement dated as of December 18, 2003 by and among the Company and the 
investors party to the 2003 SPA. (Incorporated by reference to Exhibit 10 to the Company’s Current Report 
on Form 8-K dated December 18, 2003) 
Trademark License Agreement by and among Aether, TSYS and the Company dated as of January 13, 
2004. (Incorporated by reference to the Company’s Current Report on Form 8-K filed on January 23, 2004) 
Registration Rights Agreement by and between the Company and Aether dated as of January 13, 2004. 
(Incorporated by reference to the Company’s Current Report on Form 8-K filed on January 23, 2004) 
Amended and Restated Loan and Security Agreement by and between the Company and Silicon Valley 
Bank. (Incorporated by reference to the Company’s Quarterly Report on Form IO-Q for the quarter ended 
September 30,2004) 

10.377 Restricted stock award certificate to Mr. Clyde A. Heintzelman (Incorporated by reference to the Company’s 
Annual Report on Form 10-K, as amended, for the year ended December 31,2005) 

10.38t Restricted stock award certificate to Mr. Richard A. Kozak (Incorporated by reference to the Company’s 
Annual Report on Form 10-K, as amended, for the year ended December 31,2005) 

10.397 Restricted stock award certificate to Mr. Weldon F. Latham (Incorporated by reference to the Company’s 
Annual Report on Form 10-K, as amended, for the year ended December 31,2005) 

10.407 Restricted stock award certificate to Mr. Byron F. Marchant (Incorporated by reference to the Company’s 
Annual Report on Form 10-K, as amended, for the year ended December 31,2005) 

10.46 Second Amended and Restated Loan and Security Agreement by and between the Company and Silicon 
Valley Bank (Incorporated by reference to the Company’s Quarterly Report on Form 10-Q for the quarter 
ended September 30,2005) 

10.477 Form of Incentive Stock Option Agreement 
10.487 Form of Non-Qualified Stock Option Agreement 
10.49t Form of Restricted Stock Grant Agreement 
12.1 Supplemental Financial Statement Schedule II 
21.1 Subsidiaries of the Registrant 
23.1 Consent of Ernst &Young LLP 
23.2 Consent of James Cowper 
31.1 Certification of CEO required by the Securities and Exchange Commission Rule 13a-I4(a) or 15d-I4(a) 
31.2 Certification of CEO required by the Securities and Exchange Commission Rule 13a-I4(a) or 15d-l4(a) 
32.1 Certification pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley 

Act of 2002 
32.2 Certification pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley 

Act of 2002 
99.01 Report of Independent Auditors- James Cowper 

10.34 

10.35 

10.36 

t Management contract, compensatory plans or arrangement required to be filed as an exhibit pursuant to 
Item 15(a)(3) of Form 10-K. 

$ Confidential treatment has been for certain portions of this Exhibit pursuant to Rule 24b-2 of the Securities 
Exchange Act of 1934, as amended, which portions have been omitted and filed separately with the 
Securities and Exchange Commission. 

56 

Source: TELECOMMUNICATION SYSTEMS INC /FA/, 10-K, March 03, 2009 Powered by Mornirigs tar‘” Document ResearchSM 



Consent of independent Registered Public Accounting Firm 

Exhibit 23.1 e 
We consent to the incorporation by reference in Registration Statements on Form S-8 (Nos. 333-144742, 333-136072, 
333-11 867 0, 333-107466, 333-66676, 333-51656, and 333-48026) pertaining to various stock incentive and option plans 
and in Registration Statements on Form S-3 (Nos. 333-13301 8, 333-119431, 333-112759, and 333-104305) pertaining to 
various stock offerings of TeleCommunication Systems, Inc. of our reports dated March 2, 2009, with respect to the 
consolidated financial statements and schedule of Telecommunication Systems, Inc. and the effectiveness of internal 
control over financial reporting of Telecommunication Systems, Inc. included in this Annual Report (Form 1 O-K) of 
TeleCommunication Systems, Inc. for the year ended December 31, 2008. 

Is/ Ernst & Young LLP 

Baltimore, Maryland 
March 2, 2009 
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Exhibit 31.1 

- -  I Enabling Convergm Technologies@ 

CERTIFICATIONS 

I, Maurice B. Tose, certify that: 

a) 

b) 

I have reviewed this annual report on Form 1 O-K of TeleCommunication Systems, Inc.; 

Based on my knowledge, this annual report does not contain any untrue statement of a material fact or omit to state 
a material fact necessary to make the statements made, in light of the circumstances under which such statements 
were made, not misleading with respect to the period covered by this report; 

Based on my knowledge, the financial statements, and other financial information included in this report, fairly 
present in all material respects the financial condition, results of operations and cash flows of the registrant as of, and 
for, the periods presented in this report; 

The registrant's other certifying officers and I are responsible for establishing and maintaining disclosure controls and 
procedures (as defined in Exchange Act Rules 13a-I5(e) and 15d-I5(e)) and internal control over financial reporting 
(as defined in Exchange Act Rules 13a-150 and 15d-15(f)) for the registrant and have: 

a) 

c) 

d) 

designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be 
designed under our supervision, to ensure that material information relating to the registrant, including its 
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in 
which this report is being prepared; 

designed such internal control over financial reporting, or caused such internal control over financial reporting to 
be designed under our supervision, to provide reasonable assurance regarding the reliability of financial 
reporting and the preparation of financial statements for external purposes in accordance with generally 
accepted accounting principles; 

evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report 
our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period 
covered by this report based on such evaluation; and 

disclosed in this report any change in the registrant's internal control over financial reporting that occurred 
during the registrant's most recent fiscal quarter that has materially affected or is reasonably likely to materially 
affect the registrant's internal control over financial reporting; and 

b) 

c) 

d) 

e) The registrant's other certifying officer@) and I have disclosed, based on our most recent evaluation of internal 
control over financial reporting, to the registrant's auditors and the audit committee of registrant's board of directors 
(or persons performing the equivalent functions): 

a) all significant deficiencies and material weaknesses in the design or operation of internal control over financial 
reporting which are reasonably likely to adversely affect the registrant's ability to record, process, summarize 
and report financial information; and 

any fraud, whether or not material, that involves management or other employees who have a significant role in 
the registrant's internal controls over financial reporting. 

b) 

/s/ Maurice B. Tose 
Maurice B. Tose 
Chairman, CEO and President 

- . _  . . . .  
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Exhibit 31.2 

CERTIFICATIONS 

I ,  Thomas M. Brandt, Jr, certify that: 

a) 
b) 

I have reviewed this annual report on Form 10-K of TeleCommunication Systems, Inc.; 
Based on my knowledge, this annual report does not contain any untrue statement of a material fact or omit to state 
a material fact necessary to make the statements made, in light of the circumstances under which such statements 
were made, not misleading with respect to the period covered by this report; 
Based on my knowledge, the  financial statements, and other financial information included in this  report, fairly 
present in all material respects the financial condition, results of operations and cash flows of the  registrant as of, and 
for, the periods presented in this report; 

The registrant's other certifying officers and I are responsible for establishing and maintaining disclosure controls and 
procedures (as defined in Exchange Act Rules 13a-I5(e) and 15d-I5(e)) and internal control over financial reporting 
(as defined in Exchange Act Rules 13a-15(9 and 15d-15(9) for the registrant and have: 

c) 

d) 

designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be 
designed under our supervision, to ensure that material information relating to the registrant, including its 
consolidated subsidiaries, is made known to u s  by others within those entities, particularly during t h e  period in 
which this report is being prepared; 
designed such internal control over financial reporting, or caused such internal control over financial reporting to 
be designed under our supervision, to provide reasonable assurance regarding t h e  reliability of financial 
reporting and the preparation of financial statements for external purposes in accordance with generally 
accepted accounting principles; 
evaluated the effectiveness of the registrant's disclosure controls and procedures and presen'red in this repori: 
our conclusions about the effectiveness of the  disclosure controls and procedures, as of the end of the period 
covered by this report based on such evaluation; and 
disclosed in this report any change in the registrant's internal control over financial reporting that occurred 
during the registrant's most recent fiscal quarter that has materially affected or is reasonably likely to materially 
affect the  registrant's internal control over financial reporting; and 

e) The registrant's other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal 
control over financial reporting, to the registrant's auditors and the audit committee of registrant's board of directors 
(or persons performing the equivalent functions): 

a) all significant deficiencies and material weaknesses in the  design or operation of internal control over financial 
reporting which are reasonably likely to adversely affect the registrant's ability to record, process, summarize 
and report financial information; and 
any  fraud, whether or not material, that involves management or other employees who have a significant role in 
the registrant's internal controls over financial reporting. 

b) 

/s/ Thomas M. Brandt, Jr. 
Thomas M. Brandt. Jr. 
Sr. Vice President & CFO 
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Exhibit 32.1 

Certification of Principal Executive Officer 
Pursuant to 18 U.S.C. 1350 

(Section 906 of the Sarbanes-Oxley Act of 2002) 

I ,  Maurice B. Tose, President and Chief Executive Officer (principal executive officer) of TeleCommunication Systems, 
Inc. (the "Registrant"), certify, pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, 18 U.S.C. Section 1350, that: 

(1) The Annual Report on Form 1 O-K of the Company for the period ended December 31,2008 (the "Report") fully 
complies with the requirements of Section 13(a) of the Securities Act of 1934 (I 5 U.S.C. 78m); and 

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of 
operations of the Company. 

/s/ Maurice B. Tose 
Maurice B. Tose 
Date: March 3, 2009 

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained 
by the Company and furnished to the Securities and Exchange Commission or its staff upon request. 

e 
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e Exhibit  32.2 

Certif ication o f  Principal Financial Officer 
Pursuant to  18 U.S.C. 1350 

(Section 906 of the Sarbanes-Oxley Act  of 2002) 

I, Thomas M. Brandt, Jr., Chief Financial Officer (principal financial officer) of TeleCommunication Systems, Inc. (the 
"Registrant"), certify, pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, 18 U.S.C. Section 1350, that: 

complies with the requirements of Section 13(a) of the Securities Act of 1934 (1 5 U.S.C. 78m); and 

operations of the Company. 

(1) The Annual Report on Form 10-K of the Company for the period ended December 31,2008 (the "Report") fully 

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of 

/s/ Thomas M. Brandt, Jr. 
Thomas M. Brandt, Jr. 
Date: March 3, 2009 

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained 
by the Company and furnished to the Securities and Exchange Commission or its staff upon request. 

Created by Morningstar@ Document ResearchSM 
http://documentresearch.morninastar.com 

Source. TELECOMMUNICATION SYSTEMS INC /FA/, 1 O-K, March 03,2009 

~~ ~ ~ 

e 
Powered by Mornitigstar'* Docurnetit ResearcliSM 

http://documentresearch.morninastar.com


1 OkWI ZARD 
S E C  P O W E R  S E A R C H  

TELECOMMUNICATION SYSTEMS IN@ /FA/ - TSYS 
Filed: March 05, 2008 (period: December 31, 2007) 

Annual report which provides a comprehensive overview of the company for the past year 



IO-K - IO-K 

Part I 

Item 1 Business 2 
Item 1. 
Item 1A. Risk Factors 

Item 1B. Unresolved Staff Comments 

Item 2. Properties 

Item 3. Leaal Proceedinas 

Item 4. Submission of Matters to a Vote of Securitv Holders 

Part II 

Item 5. Market for Reaistrant s Common Eauitv. Related Stockholder Matters and 
Issuer Purchases of Eauitv Securities 

Item 6. Selected Financial Data 

Item 7. Manaaement s Discussion and Anaivsis of Financial Condition and Results 
of Operations 

Item 7A. Qualitative and Quantitative Disclosures about Market Risk 

Item 8. Financial Statements and Supplementary Data 
Item 9. Chanaes In and Disaareements With Accountants on Accountina and 

Financial Disclosure 

Item 9A. Controls and Procedures 

Part Ill 

Item 10. Directors , Executive Officers, and Corporate Governance 

Item 11. Executive Compensation 
item 12. Securitv Ownership of Certain Beneficial Owners and Manaaement 
Item 13. Certain Relationships and Related Transactions and Director 

Independence 
Item 14. Principal Accountant Fees and Services 

Part IV 

Item 15. Exhibits. Financial Statement Schedules 

SIGNATURES 
EXHIBIT INDEX 

EX-I 0.47 (EX-1 0.471 

EX-I  0.48 (EX-1 0.48) 



EX-10.49 /EX-1 0.49) 

EX-I 2.1 (EX-1 2.1 ). 

EX-23.1 (EX-23.1) 

EX-23.2 (EX-2 3.2) 

EX-31.1 /EX-31. I). 

EX-31.2 (EX-31.21 

EX-32. I (EX-32.1) 

EX-32.2 (EX-32.2) 

EX-99.1 (EX-99.1) 



Source: TELECOMMUNICATION SY, 10-K, March 05,2008 



SECURITIES AND EXCHANGE COMMISSION 
WASHINGTON, D.C. 20549 

(Mark One) 
a 

FORM 'lo-K 

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF 
THE SECURITIES EXCHANGE ACT OF 1934 

For the year ended December 31,2007 

OR 
0 TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE 

SECURITIES EXCHANGE ACT OF 1934 
Commission File No. 0-30821 

TELECOMMUNICATION SYSTEMS, INC. 
(Exact name of registrant as specified in its charter) 

Maryland 52-1 526369 
(State or Other Jurisdiction of Incorporation or Organization) 

275 West Street, Annapolis, MD 
(Address of principal executive offices) 

(I.R.S. Employer Identification No.) 
21401 

(Zip Code) 

(41 0) 263-761 6 
Registrant's telephone number, including area code) 

Securities registered pursuant to Section 12(b) of the Act: None. 

Securities registered pursuant to Section 12(g) of the Act: Class A Common Stock, Par Value $0.01 per share 

Act: Yes 0 N o U  

Act: Yes No 0 

Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was 
required to file such reports) and (2) has been subject to such filing requirements for the past 90 days: Yes Fl 

and will not be contained, to the best of registrant's knowledge, in definitive proxy or information statements incorporated 
by reference in Part Ill of this Form 10-K or any amendment to this Form 10-K. 0 

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, 
or a smaller reporting company. See the definitions of "large accelerated filer,'' "accelerated filer" and "smaller reporting 
company" in Rule 12b-2 of the Exchange Act. (Check one): 

Large accelerated filer Accelerated filer Fl Non-accelerated filer Smaller reporting 

8 
Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities 

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the 

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the 

No 0 
Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein, 

(Do not check if a smaller reporting 
company) 

company 

Indicate by check mark whether the registrant is a shell company (as defined in rule 12b-2 of the Act): Yes 17 

As of June 30, 2007, the aggregate market value of the Class A Common Stock held by non-affiliates, as reported on 

As of January 31, 2008 there were 34,962,487 shares of ClassA Common Stock and 7,301,334 shares of Class B 

DOCUMENTS INCORPORATED BY REFERENCE 

No Fl 

the NASDAQ Global Market, was approximately $1 66,917,421 .* 

Common Stock outstanding. 

Document 
Portions of the registrant's Proxy Statement for the 
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Cautionary Note Concerning Factors That May Affect Future Results 

This document contains forward-looking statements within the meaning of Section 27A of the Securities Act 
of 1933, as amended (the “Securities Act“), and Section 21 E of the Securities Exchange Act of 1934, as 
amended (the “Exchange Act”). Forward-looking statements are statements other than historical information or 
statements of current condition. We generally identify forward-looking statements by the use of terms such as 
“believe”, “intend”, “expect”, “may”, “should”, “plan”, “project”, “contemplate”, ”anticipate”, or other similar 
statements. Examples of forward looking statements in this Annual Report on Form 10-K include, but are not 
limited to statements that 

(i) we are well positioned to address the evolving integration needs of our clients through our expertise in 
messaging and location determination;, 

(ii) we are developing relationships with communication infrastructure providers and we intend to expand 
our domestic and international carrier base, 

(iii) we plan to continue to develop and sell software and engineered systems which we will deliver through 
deployment in customer networks or through hosted and subscription business models and we believe that our 
software is positioned for early adoption by carriers, 

(iv) wireless growth is expected to continue to increase in all regions around the world for the foreseeable 
future, 

(v) both the number of users and messages per individual are projected to increase significantly, 

(vi) we will continue to develop network software for wireless carriers that operate on all major types of 
networks; 

(vii) we will continue to leverage our knowledge of complex call control technology to unlock valuable 
information and expand the range of capabilities that the technology can accomplish for our customers, 

(viii) we will continue to invest in our underlying technology and to capitalize on our expertise to meet the 
growing demand for sophisticated wireless applications, 

(ix) we intend to continue to selectively pursue acquisitions of companies and technologies in order to 
increase the scale and scope of our operations, market presence, products, services and customer base, 

(x) the Broadband Global Area Network upgrade of the lnmarsat satellite constellation expands our 
opportunity for SwiftLink sales volume; 

(xi) we believe our expertise in wireless E9-1-1, location and messaging services, and secure satellite 
communications can be leveraged into the Federal agencies; 

(xii) we are continuing to enhance our deployable communication systems product line to take advantage of 
the evolving environment of satellite communications; 

(xiii) we believe that our company enjoys a competitive advantage because of its secure teleport and 

(xiv) federal agencies, as well as state and local governments, are increasingly contracting with specialist 
teams for functions such as network management, and for long-term projects such as software development 
and systems integration, 

es along with deployable systems as a bundled offering; 

(xv) we expect to realize $84.6 million of backlog within the next twelve months; 

(xvi) the bases on which we expect to continue to compete; 

(xvii) we believe we have sufficient capital resources to meet our anticipated cash operating expenses, 

(xviii) that we believe our capitalized research and development expense will be recoverable from future 

working capital and capital expenditure and debt services needs for the next twelve months, 

gross profits generated by the related products, 
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(xix) we believe our intellectual property assets are valuable and may realized revenue from patent 

(xx) the WWSS contract is expected to contribute to significant sales growth, 

(xxi) expectations about the amount of future non-cash stock compensation, and 

infringement claims; e 
(xxii) statements about financial covenants related to our loan agreements. 

Other such statements include without limitation risks and uncertainties relating to our financial results and 
our ability to (i) reach recurring annual profitability as early as anticipated or at all, (ii) continue to rely on our 
customers and other third parties to provide additional products and services that create a demand for our 
products and services, (iii) conduct our business in foreign countries, (iv) adapt and integrate new technologies 
into our products, (v) develop software without any errors or defects, (vi) protect our intellectual property rights, 
(vii) implement our business strategy, (viii) realize backlog, and (ix) achieve continued revenue growth in the 
foreseeable future in certain of our business lines. This list should not be considered exhaustive. 

These forward-looking statements relate to our plans, objectives and expectations for future operations. We 
base these statements on our beliefs as well as assumptions made using information currently available to us. 
In light of the risks and uncertainties inherent in all projected operational matters, the inclusion of 
forward-looking statements in this document should not be regarded as a representation by us or any other 
person that our objectives or plans will be achieved or that any of our operating expectations will be realized. 
Revenues, results of operations, and other matters are difficult to forecast and could differ materially from 
those projected in the forward-looking statements contained in this Annual Report on Form 10-K as a result of 
factors discussed in "Management's Discussion and Analysis of Financial Conditions and Results of 
Operations", the matters discussed in "Risk Factors Affecting Our Business and Future Results", which are 
included in Item IA ,  and those factors discussed elsewhere in this Annual Report on Form 10-K including, 
changes in economic conditions, technology and the market in general, and our ability to adapt our products 
and services to these changes. We undertake no obligation to release publicly the results of any future 
revisions we make to forward-looking statements to reflect events or circumstances after the date hereof or to 
reflect the occurrence of unanticipated events. We caution you not to put undue reliance on these 
forward-looking statements. 

Item I .  

Qverview 

TeleCommunication Systems, Inc. develops and applies highly reliable wireless data communications 
technology, with emphasis on text messaging, location-based services including enhanced 9-1-1 (E9-1-1) for 
wireless carriers and Voice over Internet Protocol (VolP) service providers, and secure satellite-based 
communication solutions for government customers. 

We are a Maryland corporation founded in 1987 with our headquarters located at 275 West Street, 
Annapolis, Maryland 21401. Our Web address is www.telecomsys.com. The information contained on our Web 
site does not constitute part of this Annual Report on Form 10-K. All of our filings with the Securities and 
Exchange Commission are available through a link on our website. The terms "TCS", "we", "us" and "our" as 
used in this Annual Report on Form 10-K refer to TeleCommunication Systems, Inc. and its subsidiaries as a 
combined entity, except where it is made clear that such terms mean only TeleCommunication Systems, Inc. 

Our business is conducted through two operating segments, Commercial (52% of 2007 revenue) and 
Government (48% of 2007 revenue). See discussion of segment reporting in Note 20 to the audited 
Consolidated Financial Statements presented elsewhere in this Annual Report on Form IO-K for additional 
segment information. 

messages, location information, internet content, and other enhanced communication services to and from 
wireless phones, We provide E9-1-1 services, commercial location-based services, and inter-carrier text 
message distribution services on a hosted, or service bureau basis, that is, customers use our software 
functionality through connections to and from our network operations centers, paying us monthly fees based 
on the number 

Business 

Commercial Segmenf: Our carrier software system products enable wireless carriers to deliver short text 
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of subscribers, cell sites, call center circuits, or message volume. As of December 31, 2007, we provide hosted 
services under contracts with wireless carrier networks, as well as VolP service providers. We also earn 
subscriber revenue through wireless applications including our Rand McNallyQ Traffic application which is 
available via all major U.S. wireless carriers. We earn carrier software-based systems revenue through the 
sale of licenses, deployment and customization fees and maintenance fees. Pricing is generally based on the 
volume of capacity purchased from us by the carrier. As of December 31, 2007, we had deployed 98 of our 
software systems in use by wireless carrier networks around the world, including those of Verizon Wireless, 
Telefonica and its affiliate Vivo, Alltel, and Hutchison Whampoa’s “3” brand third generation networks. We also 
provide carrier technology on a hosted or service bureau basis. 

Government Segment: Since our founding in 1987 we have provided communication systems integration, 
information technology services, and software solutions to the U.S. Department of Defense and other 
government customers. We also own and operate secure satellite teleport facilities, and resell access to 
satellite airtime (known as space segment.) We design, furnish, install and operate wireless and data network 
communication systems, including our SwiftLinkQ deployable communication systems which incorporate high 
speed, satellite, and internet protocol technology. More than 1,000 of our SwiftLinkB deployable 
communication systems are in use for security, defense, and law enforcement around the world. We believe 
that our ability to provide teleport, deployable device, and integration capability from a single source is uniquely 
compelling. 

We currently have more than 50 patents, primarily for wireless messaging and location technology, and 
approximately 190 patent applications pending. We employ approximately 500 people. 

SwiftLinkQ, Xypoin@, Enabling Convergent Technologies@, and Wireless Internet Gatewaytm are 
trademarks or service marks of TeleCommunication Systems, Inc. or our subsidiaries. This Annual Report on 
Form 10-K also contains trademarks, trade names and services marks of other companies that are the 
property of their respective owners. 

1. Commercial Segment: 

We provide software, related systems, hosted services, maintenance and related services to wireless 
carriers, Voice Over IP service providers, and users of electronic map and related location-based technology, 
based on our portfolio of patented intellectual property. 

3 
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A. Commercial Product and Service Offerings 

1. Commercial services. We own and lease network operation centers that host software for which 
customers make recurring monthly usage payments. Our hosted offerings include wireless and Voice over IP 
E9-1-1, and commercial location-based applications. Through wireless carriers, we sell subscriptions to 
services using our client software applications such as navigation, traffic, and points of interest, sometimes in 
collaboration with owners of brand names such as Rand McNalle. 

a. Hosted Location-Based Services, including €9-7-7. Our E9-1-1 service bureau works with wireless 
carriers and local emergency services in compliance with the Federal Communication Commission 
requirements. When a wireless subscriber covered by this service makes a 9-1-1 call from his or her 
wireless phone, the software (1) identifies the call as an emergency call, (2) accesses the handset‘s 
location information from the wireless network (either imprecise or precise), (3) routes the call to the 
appropriate public safety jurisdiction, (4) translates the information into a user friendly format, and 
(5) transmits the data to the local emergency service call center. Our E9-1-1 service operates on a platform 
that resides at our network operations center in Seattle, Washington with data center redundancy in 
Phoenix, Arizona. As of December 31, 2007, we are under contract to provide E9-1-1 services to wireless 
carriers, including Verizon and AT&T Wireless. We are also under contract to provide E9-1-1 service to 13 
Voice over IP service providers, including Vonage and Level 3. 

Points-of-Merest. TCS’ strategy is to have a suite of location-based applications that carrier subscribers 
may select and for which they pay recurring monthly fees. TCS has launched its real-time traffic application 
downloadable mobile applications that deliver easy access to maps, directions and directory listings for the 
entire 

6. Customer subscriptions to applicafion-based services such as Navigation, Traffic and 
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a 
United States, and its navigation applications on multiple networks. Variations of all applications are sold 
under the Rand McNaIlym brand as well as carrier or other brands. 

c. Software and system maintenance. For our installed base of systems in use by customers (see 
system descriptions below), we provide ongoing operational support, including administration of system 
components, system optimization and configuration management. Maintenance services include tracking 
customer support issues, trouble shooting, and developing and installing maintenance releases. We 
typically provide maintenance services for an annual fee paid in advance, which is priced based on the 
cumulative license fees we have billed for the systems being supported. 

d. Location-based technical service projects. We provide telematic location database maintenance 
services for DENS0 Corporation of Japan, (a global supplier to the automotive industry) through the 
compilation of geographic information databases used in DENSO’s in-vehicle navigation systems that are in 
products including Toyota, Lexus, Land Rover and Lincoln brands. 

2. Commercial Licensed Software-based Systems: We design and develop sohare  products for 
wireless carrier and enterprise networks that enable the delivery of secure and personalized content, services, 
and transactions to wireless devices. We design our software using industry standards for easy 
implementation, customization, and interoperability with other network components. Most of our commercial 
software is now designed and delivered together with third-party software and related hardware, which is 
integrated into new and existing networks by our engineers. Our commercial software-based system offerings 
include: 

a. Xypoinf@ Location Platform (XLP) and Applications for Location-based Services: Our XypointB 
Location Platform system interacts with the wireless network to extract location information (the “ X N  
coordinates) of the user’s device. In order to determine a user’s location with sufficient precision for public 
safety compliance and for commercial location-based applications, our technology interacts with network 
triangulation software which some carriers have added to cell towers and switches in the network; it can 
also work with networks that have incorporated Assisted GPS systems that use Global Positioning System 
(GPS) chips in user handsets. We have been a leader in developing the location platform standard called 
Secure User Plane for Location (SUPL) and incorporated the technology in our product. Our platform also 
provides privacy controls so that the wireless device user controls access to the user’s location information. 
The “W information extracted from networks by our XLP is used by application software including E9-1-1, 
driving directions, identification of locations near the end user (such as gas stations, restaurants, or hotels), 
and locating other network subscribers near the user’s current position. 

b. Short Message Service Center and Wireless Intelligent Gateway. Our Short Message Service 
Center software enables users to send and receive text or data messages to and from wireless devices. 
The Wireless Intelligent Gateway is a portal for two-way data communication between users of wireless 
networks and the Internet. The Gateway allows users to customize the services they receive on wireless 
devices by setting up a user profile through a single Internet-based procedure. Wireless carriers can access 
these user profiles and usage data to gain a better understanding of customer behavior. The Wireless 
Messaging Gateway allows additional wireless applications to be added as desired, as well as 
personalization, instant messaging and spam-blocking capabilities that can be independently customized 
by the end-user. It can interoperate with our location-based service platform and applications. 

B. Commercial Market Opportunities and Strategy 

We plan to continue to develop and sell software and engineered systems which we will deliver through 
deployment in customer networks or through hosted and subscription business models. Our development 
investment is focused on the delivery of lnternet content, proprietary third-party content, short messages, 
location information, corporate network data and other enhanced data-communication services to and from 
wireless devices. The following trends are driving demand for our products and services: 

Growth in Wireless and Voice over lnternet Protocol (VolP) Subscribers. The use of wireless 
communications has increased significantly in recent years, driven by expanded wireless network 
coverage, upgraded high-speed digital wireless networks, more affordable wireless communications service 
plans, and higher quality and less expensive wireless devices. Likewise, VolP service offers cost 
advantages over 
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traditional wireline service. Wireless growth is expected to continue to increase in all regions around the 
world for the foreseeable future. Driving this growth is the replacement of landline connections with wireless 
connections. Some households are now using cellular phones exclusively. This is especially true for young 
adults, but also true in developing countries where wireless may often be the only means of 
communications. 

The FCC’s €9-1-1 Mandates. We are one of the two leading providers of E9-1-1 service to wireless and 
VolP service providers in the U.S. The ability to call for help or communicate with family members in need 
is the primary reason many people cite for having a wireless phone. A key to enhancing personal safety 
through a cell phone is the availability of E9-1-1 wireless capabilities. In 1996, the Federal Communications 
Commission (FCC) mandated the adoption of E9-1-1 technology by wireless carriers. In June 2005, the 
FCC ordered providers of interconnected VolP service to provide E9-1-1 services to all of their customers 
as a standard feature of the service, rather than as an optional enhancement. The FCC requires wireless 
carriers to issue quarterly reports as to their progress and compliance with FCC-mandated deployment 
schedules. We are under long-term contracts, usually three to five years, with 41 wireless and 13 VolP 
service providers, including all of the four largest wireless carriers in the United States. 

Cellular Network Improvements to Third Generation Capabilities. Mobile operators are deploying 
high-speed data networks based on third generation technologies that, in many cases, equal or surpass 
data rates that are typically available for residential wireline users. The deployments of these high-speed 
wireless data networks have made it possible for individuals and enterprises to “wireless-enable” many 
services that previously required a wireline connection, such as connecting to the Internet and accessing 
corporate data outside the office. Our company’s location-based technology and applications incorporating 
map graphics take advantage of these network enhancements. 

Improving Wireless Device Functionality. Manufacturers continue to increase the functionality of 
mobile devices including phones and personal digital assistants through higher resolution, color screens, 
and increased computing capability for sophisticated applications. These devices enable the user to take 
advantage of the high-speed data networks for Internet and data usage. Broad adoption of location-based 
services (LBS) has required, among other things, handsets incorporating components for interoperation 
with Global Positioning System satellites and with LBS network components that we have developed and 
provide. 

Growing Use of Commercial Location-Based Wireless Services (LBS). A driver of wireless 
communications growth is the delivery of timely, highly specialized, interactive and location-specific 
information. Technology incorporated in a growing number of networks and handsets now enables 
determination of the handset‘s location with sufficient precision to allow useful applications beyond public 
safety’s E9-1-1. Wireless users benefit from the ability to receive highly customized location-specific 
information in response to their queries or via targeted opt-in content delivered to the wireless device. 
Enterprises benefit from wireless location technology by utilizing routing and tracking applications for their 
mobile field forces. Our software provides wireless location solutions to mobile operators today through our 
Xypoin@ Location Platform (XLP.) This technology is being used, via interconnection with XLP systems 
hosted in our company’s network operations, by Sprint in the U.S. and lusacell in Mexico. Our XLP 
in-network system customers include Alltel, Hutchison Whampoa’s “3”‘”’ networks, and Telefonica’s Vivo 
network in Brazil. 

Growing Use of Short Messaging, E-mail and lnternef Applications. E-mail and short messaging 
services (SMS) are increasingly important means of communication, with both the number of users and 
messages per individual are projected to increase significantly. Mobile operators in the United States are 
experiencing rapid SMS traffic growth, according to statistics from mobile operators. The Internet and 
internal corporate data networks, or intranets, have emerged as global communications channels that allow 
users to share information and conduct business transactions electronically. We provide solutions for 
mobile operators to receive and route e-mail and SMS messages through our Short Message Service 
Center and Wireless Messaging Gateway systems. 
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The key elements of our commercial strategy are to: 

Focus our Software and Integration Resources on Evolving Carrier Network Capabilities. Mobile 
operators and the federal government increasingly seek integrated solutions that can harness both 
messaging capabilities of networks and location information of end-users. We are well positioned to 
address the evolving integration needs of our commercial and government clients through our 
demonstrated expertise in both messaging and location determination. Mobile operators have made large 

technologies. While originally envisioned as separate technologies, messaging and location 
determination technologies can be integrated to provide value-added services and applications for the 
operators' end-users. 

Expand Our Sales and Marketing Relationships. We are developing relationships with communication 
infrastructure providers in order to expand our sales channels for our carrier software products and 
services. We have historically leveraged our strategic relationships with original equipment 
manufacturers to market our Commercial Segment products to wireless carriers worldwide. We are 
adding partnerships for our location technologies. 

Grow Our Wireless Carrier and Voice Over IP Customer Base. We now serve or are under contract 
with 61 wireless carrier networks in 16 countries, and with 13 VolP service providers. We intend to 
expand our domestic and international carrier base by capitalizing on our relationships with original 
equipment manufacturers and establish new distribution partnerships and by expanding our own sales 
and marketing initiatives. We will continue to develop network software for wireless carriers that operate 
on all major types of networks. 

continue to leverage our knowledge of complex call control technology, including Signaling System 7 and 
Internet Protocol standards, to unlock valuable information such as user location, device on/off status, 
and billing and transaction records that reside inside wireless networks and are difficult to retrieve and 
utilize. Using this information, we intend to expand the range of capab es that wireless data technology 
can accomplish for our customers. 

Develop and Enhance Our Technology. We will continue to invest in our underlying technology and to 
capitalize on our expertise to meet the growing demand for sophisticated wireless applications. As of 
January 1, 2008, our staff included approximately 260 personnel with technical expertise in wireless 
network, client software development, hosted wireless operations, satellite-based communication 
technology and integrated network solutions. We also have research and development relationships with 
wireless handset manufacturers, wireless carriers, and content and electronic commerce providers. Our 
XypointB platform architecture efficiently integrates our presence, location, call control and messaging 
technology, resulting in reduced costs, increased reliability, more efficient deployments, compatibility with 
our existing products and a migration path to third-generation services. 

Pursue Select Acquisitions. We intend to continue to selectively pursue acquisitions of companies and 
technologies in order to increase the scale and scope of our operations, market presence, products, 
services and customer base. 

I 

I capital expenditure investments in infrastructure for wireless data and location determination 

Leverage Our Expertise in Accessing Information Stored Inside Wireless Networks. We will 

11. Government Segment: 
We provide secure, deployable communication systems, and engineering and technical services, with 

emphasis on satellite-based communication technology, to agencies of the U.S. Departments of Defense, 
State, Justice, Homeland Security, as well as the City of Baltimore and other government customers. 
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A. Government Products and Services 

1. Government Services. We enter into fee-for-service contracts under which revenue is generated based 
on contract labor billing rates or based on fixed fees for deliverables. These services, typically under multi-year 
contracts or contract vehicles, include: 

a. Network Operation and Telecom Expense Management Support We design, install, and operate 
networks that integrate computing and communications, including systems that provide communications via 
both satellite and terrestrial links. We can provide complete network installation services from cabling 
infrastructure to complex communications system components. We also provide ongoing network operation 
and management support services including telecom expense management under multi-year contracts with 
government customers. 

requirements. We have historically tailored enhancements of our software products for wireless carrier 
customers and developed custom applications for government agencies. 

c. Secure Satellite Teleport Data Landing and Transmission Services. We own and operate 
high-speed satellite communications teleports in Baltimore, Maryland and Manassas, Virginia that are 
connected to the public switched telephone network. These facilities provide transport services for Internet 
Protocol (IP)-based media content consisting of Voice over IP (VolP), Internet, video and messaging data 
using Very Small Aperture Terminal (VSAT) satellite technology as part of our communication solutions for 
our customers. For some customers we purchase space segment and resell it to customers using our 
facilities. 

products and customized deployable communication systems. 

2. Government Systems. We have designed and produced SwiftLinkB,, a lightweight, satellite-based 
secure communication system, which can be immediately deployed in remote areas where other means of 
reliable communications may not be available. SwiftLinkB provides secure voice, video and data 
communications for up to eight people and a single person can deploy the system in less than ten minutes, 
creating critical communication channels from any location around the world. Uses include: emergency 
response, news reporting, public safety, drilling and mining operations, field surveys and other activities that 
require remote capabilities for video and data transmission. Integration work which typically accompanies 
customer purchases of our secure deployable systems is reported together with the system sales revenue. 
The Broadband Global Area Network upgrade of the lnmarsat satellite constellation, which enables lower cost 
internet protocol traffic with broader band capability, expands our opportunity for SwiftLinkB sales volume. 

B. Government Market Opportunities and Strategy 

Intelligence and Homeland Security. Wireless communications and location technology are key initiatives 
within the federal government for both security and supply-chain management. As was dramatically illustrated 
during 2005 by Hurricane Katrina, wireless communications in emergencies are of paramount importance, as 
emergency personnel need to be able to communicate and share information across agencies and 
departments where wireline systems may be unavailable. We believe that our expertise in the areas of 
wireless E9-1-1, location and messaging services, and secure satellite communications can be leveraged to 
provide the needed wireless infrastructure for the U.S. Departments of Homeland Security and Defense and 
we are currently pursuing opportunities to provide such products and services. Our SwiftLinkQ deployable 
communication systems are also increasingly used by military and other government agencies around the 
globe for communications in times of emergencies. SwiftLinkB is designed to provide secure voice and data 
communications through encrypted satellite links. 

state and local governments, are increasingly contracting with specialist teams for functions such as network 
management, and for long-term projects such as software development and systems integration. Since the 
founding of our Company, we have built relationships with federal agencies, including the Special Operations 

b. Custom Software. We develop custom software applications to support specific customer 

d. Maintenance Services. We offer basic and extended maintenance services related to our SwiftLinkB 

Growing Use of Secure Wireless Communications and Location Technology for Defense, 

Government Outsourcing of Nefwork and Telecom Technical Functions. Federal agencies, as well as 
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Command and the FBI, as well as the State of Maryland and the City of Baltimore. Since early 2004, we have 
made it a management priority to aggressively expand our base of long-term service contract engagements. 
We have added experienced sales personnel and enhanced our relationships with systems integrators and 
specialist vendors such as SAP America, Inc. to expand our penetration of the government service market. 

Expanded Need for Secure, Interoperable Deployable Communication Solutions. During 2005, 
disaster response efforts in the U.S. Gulf Coast area by the Department of Homeland Security’s Federal 
Emergency Management Agency illustrated the need for enhanced communication capab 
circumstances. Military responders in New Orleans used our SwiftLinkB systems to coordinate deployable 
resources. We are continuing to enhance our deployable communication systems product line to take 
advantage of the evolving environment, including the benefits of Very Small Aperture Terminal (VSAT) satellite 
communications architectures where desirable, and the lnmarsat Broadband Global Area Network 
enhancements to its satellite services. 

Offering. Government customers can benefit from single-sourcing secure communications solutions which 
include a secure U.S. landing site for backhaul traffic as well as network engineering expertise and secure 
remote terminals. We believe that our company enjoys a competitive advantage, because it can offer all of 
these elements from a single vendor. 

increasingly are using commercial carrier networks. Procurement officers have expressed a preference for 
solutions that incorporate proven commercial technology, rather than reliance on government research and 
development funding. Our company’s portfolio of software, patented intellectual property, and teams of 
wireless and encryption specialists positions us to tap into this opportunity, 

Customers 

Commercial Segment. Our commercial customers include wireless telecommunications carriers in the 
United States and foreign countries, either directly or through our channel partners. We provide licensed 
software-based systems, and hosted service bureau offerings in our Commercial Segment to carriers around 
the world. Our wireless carrier customers include Verizon Wireless (20% of total 2007 revenue from continuing 
operations), AT&T Wireless, Sprint, and the Hutchison Whampoa third generation “3” brand networks. 
Customers for our Voice Over IP E9-1-1 services include Vonage and Level 3. Our sales efforts target wireless 
and Voice over IP service providers around the world. 

Government Segment. Our major Government Segment customers include units of the U.S. Departments 
of Defense, Justice, Homeland Security, and State, the General Services Administration, the City of Baltimore, 
and Northrop Grumman. In the aggregate, U.S. federal government entities accounted for 37% of total 2007 
revenue from continuing operations. 

Backloq 

follows: 

Secure Teleporf and Integration Capabilities along with Deployable Systems as a Bundled 

Application of Commercially Proven Technology to Government Solutions. Government customers 

As of December 31, 2007 and 2006, we had unfilled orders, or funded contract and total backlog, as 

December 31, 2007 vs. 2006 

Government Segment 
Total funded contract back1 

Total backlog of orders and commitments, including 
$ 83.7 77% 

2 mont 51.3 65 
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Funded contract backlog represents contracts for which fiscal year funding has been appropriated by our 
customers (mainly federal agencies), and for our hosted services is computed by multiplying the most recent 
month's recurring revenue times the remaining months under existing long-term agreements, which we believe 
is the best available information for anticipating revenue under those agreements. Total backlog, as is typically 
measured by government contractors, includes orders covering optional periods of service and/or deliverables, 
but for which budgetary funding may not yet have been approved. Company backlog at any given time may be 
affected by a number of factors, including the availability of funding, contracts being renewed or new contracts 
being signed before existing contracts are completed. Some of our backlog could be canceled for causes such 
as late delivery, poor performance and other factors. Accordingly, a comparison of backlog from period to 
period is not necessarily meaningful and may not be indicative of eventual actual revenue. 

Sales and Marketing 

We sell our products and services through our direct sales force and through indirect channels. Our direct 
sales force consists of approximately 20 professionals in the U.S. and Europe. We have also historically 
leveraged our relationships with original equipment manufacturers (OEMs) to market our commercial systems 
to wireless carrier customers. These indirect sales relationships include Alcatel Lucent, Nortel, Motorola and 
Qualcomm. During the indirect sales process, as well as during installation and maintenance, we have 
extensive direct contact with prospective carrier customers. 

services are available to government customers via the General Services Administration's Information 
Technology Schedule 70, and the Worldwide Satellite Services (WWSS) and the Space and Naval Warfare 
Foreign Military Sales (SPAWAR FMS) contract vehicles. We collaborate in sales efforts under various 
arrangements with integrators including General Dynamics and SAP America, Inc. Our marketing efforts also 
include advertising, public relations, speaking engagements and attending and sponsoring industry 
conferences. 

We are pre-qualified as an approved vendor for some government contracts, and some of our products and 

Comoetition 

The markets for our products and services are competitive. The adoption of industry standards may make it 
easier for new market entrants to compete with us. We expect that we will continue to compete primarily on the 
basis of the functionality, breadth, time to market, ease of integration, price, and quality of our products and 
services, as well as our market experience and reputation. The market and competitive conditions are 
continually developing. Our software products compete with many similar products provided by other 
companies. It is difficult to present a meaningful comparison between our competitors and us because there is 
a large variation in revenue generated by different customers, different products and services, as well as the 
different combinations of products and services offered by our competitors. We cannot, therefore, quantify our 
relative competitive position. 

Our current and potential competitors include: 
Commercial Segment. West Corporation's lntrado subsidiary; Ericsson; Openwave; Acision, Huawei 
Technologies, Comverse Technology Inc. 

Government Segment. Computer Sciences Corporation; Electronic Data Systems Corporation; Northrop 
Grumman; DataPath; Tactical Communications, a division of Sierra Nevada Corporation; Globecomm 
Systems, Inc. 

Many of our existing and potential competitors have substantially greater financial, technical, marketing and 
distribution resources than we do. Many of these companies have greater name recognition and more 
established relationships with their target customers. Furthermore, these competitors may be able to adopt 
more aggressive pricing policies and offer customers more attractive terms than we can. With time and capital, 
it would be possible for our competitors to replicate our products and services. 

We partner with vendors of precise location technology. Certain of our partners may attempt to compete 
with our operating platform by developing their own transmission platform or by purchasing another mobile 
location platform. The markets for commercial location and other mobile wireless applications for carriers and 
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enterprises are relatively new and continually developing. The convergence of wireless technologies and the 
Internet is creating many initiatives to bring data and transaction capabilities to wireless devices. There is a 
wide array of potential competitors in this market, including providers of competing location management 
platforms, competing e-mail products, competing enterprise mobility platforms and other competing 
applications for wireless devices. 

Research and DeveloRment 

respond to emerging technological trends in our target markets, to develop and maintain competitive products, 
to enhance our existing products by adding features and functionality that differentiate the products from those 
of our competitors, and to bring products to market on a timely basis and at competitive prices. As of 
January 1, 2008, our overall staff included approximately 260 professionals with technical expertise in wireless 
network, client software development and satellite-based communication technology. Since 1996, we have 
made substantial investments in wireless technology research and development, most of which has been 
devoted to the development of carrier and enterprise network software products and services. We are primarily 
focusing our current research and development investments in cellular location-based technology, including 
E9-1-1 technology. We actively support existing telecommunications standards and promote new 
telecommunications standards in order to expand the market for wireless data. We actively participate in 
wireless standards-setting organizations including the Open Mobile Alliance, and we are represented on the 
Board of Directors for the E9-1-1 Institute. In 1996, we co-founded the Intelligent Network Forum, an 
organization dedicated to expanding the role of intelligent networks in teJecommunications. As part of our 
strategy to expand the role of short messaging, we co-founded the Short Message Peer-to-Peer Forum in 
1999. For the years ended December 31,2007, 2006, and 2005, our research and development expense in 
continuing operations was $13.1 million, $12.6 million, and $13.9 million, respectively. 

telecommunications software, equipment and systems. 

Our success depends on a number of factors, which include, among other items, our ability to identify and 

Certain of our government customers contract with us from time to time to conduct research on 

Ri t 

We rely on a combination of patent, copyright, trademark, service mark, and trade secret laws and 
restrictions to establish and protect certain proprietary rights in our products and services. 

We currently hold more than 50 issued patents relating to wireless text messaging, inter-carrier messaging, 
number portability, and GPS ephemeris data, emergency public safety data routing and electronic commerce. 
We have filed approximately 190 additional patent applications for certain apparatus and processes we believe 
we have invented to enable key features of the location services, wireless text alerts, Short Message Service 
Center, mobile-originated data and E9-1-1 network software. There is no assurance that these patent 
applications will result in a patent being issued by the U.S. Patent and Trademark Office or other patent 
offices, nor is there any guarantee that any issued patent will be valid and enforceable. Additionally, foreign 
patent rights may or may not be available or pursued in any technology area for which U.S. patent applications 
have been filed. 

Under our development agreement with Alcatel Lucent, we developed our Short Message Service Center 
software in 1996. Under the development agreement, we share ownership rights in this software application 
with Alcatel Lucent. The scope of each party's ownership interest is subject to each party's various underlying 
ownership rights in intellectual property and also to confidential information contributed to the applications, and 
is subject to challenge by either party. 

intellectual property to other members on fair and reasonable terms to the extent that the license is required to 
develop non-infringing products under the specifications promulgated by those forums. 

EmRlovees 

believe relations with our employees are good. None of our employees is represented by a union. 

As a member of various industry standard-setting forums, we have agreed to license certain of our 

As of December 31, 2007, we had 500 employees, of which 491 were full-time and 9 were part-time. We 
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Geourapliical Information 

During 2007, 2006, and 2005, total revenue generated from products and services of our continuing 
operations in the U.S. were $138.6 million, $117.6 million, and $95.3 million, respectively, and total revenue 
generated from products and services outside of the U.S. from our continuing operations were $5.6 million, 
$7.3 million, and $6.9 million, respectively. As of December 31, 2007, 2006, and 2005, essentially all of the 
long-lived assets of our continuing operations were located in the U.S. 

Enterprise division in the US.  were $5.6 million, $22.1 million, and $23.1 million, I-espectively. 

information under the heading “Risk Factors - Because our product offerings are sold internationally, we are 
subject to risks of conducting business in foreign countries” included in Item IA. 

Item I A .  Risk Factors 

You should consider carefully each of the following risks and all of the other information in this Annual Reporf 
on Form 70-K and fhe documents incorporated by reference herein. I f  any of  the following risks and 
uncerfainfies develops info acfual events, our business, financial condifion or results of  operafions could be 
materially adversely affected. 

Risks  Related to Our Business 

During 2007, 2006, and 2005, total revenue generated from products and services of our discontinued 

We are subject to risks related to offering our products and services in foreign countries. See the 

Our stock price. like that of manv technolouv companies. has been and mav continue to be 
volatile. 

We expect that the market price of our Class A common stock will continue to be volatile. We are involved 
in a highly visible, rapidly changing industry and stock prices in our industry and similar industries have risen 
and fallen in response to a variety of factors, including: 

announcements of new wireless data communications technologies and new providers of wireless data 
communications; 

announcements of the issuance of new patents 

acquisitions of, or strategic alliances among, providers of wireless data communications; 

changes in recommendations by securities analysts regarding the results or prospects of providers of 

changes in investor perceptions of the acceptance or profitability of wireless data communications; and 

* other global economic uncertainties. 

If wireless carriers do not continue to provide additional products and services to their subscribers, 
our business could be harmed. 

If wireless carriers limit their product and service offerings or do not purchase additional products containing 
our applications, our business will be harmed. Wireless carriers face implementation and support challenges in 
introducing Internet-based services via wireless devices, which may slow the rate of adoption or 
implementation of our products and services. Historically, wireless carriers have been relatively slow to 
implement complex new services such as Internet-based services. Our future success depends upon a 
continued increase in the use of wireless devices to access the Internet and upon the continued development 
of wireless devices as a medium for the delivery of network-based content and services. We have no control 
over the pace at which wireless carriers implement these new services. The failure of wireless carriers to 
introduce and support services utilizing our products in a timely and effective manner could reduce sales of our 
products and services and seriously harm our business. 
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We mav fail to suw~ort  our anticiDated arowth in owerations which could reduce demand for our 
services and materiallv adverselv affect our revenue. 
Our business strategy is based on the assumption that the market demand, the number of customers, the 

amount of information they want to receive and the number of services we offer will all increase. We must 
continue to develop and expand our systems and operations to accommodate this growth. The expansion and 
adaptation of our systems operations requires substantial financial, operational and management resources. 
Due to the limited deployment of our services to date, the ability of our systems and operations to connect and 
manage a substantially larger number of customers while maintaining superior performance is unknown. Any 
failure on our part to develop and maintain our wireless data services as we experience rapid growth could 
significantly reduce demand for our services and materially adversely affect our revenue. Also, if we incorrectly 
predict the market areas that will grow significantly, we could expend significant resources that could have 
been expended on other areas that do show significant growth. 

We could incur substantial costs from Droduct liabilitv claims relatina to our software. 
Our agreements with customers may require us to indemnify customers for our own acts of negligence and 

non-performance. Product liability and other forms of insurance are expensive and may not be available in the 
future. We cannot be sure that we will be able to maintain or obtain insurance coverage at acceptable costs or 
in sufficient amounts or that our insurer will not disclaim coverage as to a future claim. A product liability or 
similar claim may adversely affect our business, operating results or financial condition. 

Our oDeratina results could be adverselv affected bv anv interrowtion of  our data delivervservices 
or svstem failure. 
Our E9-1-1, hosted location-based services and mobile asset delivery operations depend on our ability to 

maintain our computer and telecommunications equipment and systems in effective working order, and to 
protect our systems against damage from fire, natural disaster, power loss, telecommunications failure, 
sabotage, unauthorized access to our system or similar events. Although all of our mission-critical systems and 
equipment are designed with built-in redundancy and security, any unanticipated interruption or delay in our 
operations or breach of security could have a material adverse effect on our business, financial condition and 
results of operations. Furthermore, any addition or expansion of our facilities to increase capacity could 
increase our exposure to natural or other disasters. Our property and business interruption insurance may not 
be adequate to compensate us for any losses that may occur in the event of a system failure or a breach of 
security. Furthermore, insurance may not be available to us at all or, if available, may not be available to us on 
commercially reasonable terms. 

Because we relv on a few kev customers, our revenue mav decline i f  we fail to retain those 
customers. 
To date, the largest customers for our product and service offerings in terms of revenue generated have 

been AT&T Wireless, Sprint, Hutchison 3G, Verizon Wireless, and the U.S. government. For the fiscal year 
ended December 31, 2007, each of Verizon Wireless and the U.S. government accounted for 10% or more of 
our total revenue. For the years ended December 31, 2006 and 2005, each of Verizon Wireless, AT&T 
Wireless (formerly known as Cingular Wireless), and the U.S. government accounted for 10% or more of our 
total revenue. We expect to generate a significant portion of our total revenue from these customers for the 
foreseeable future. For the year ended December 31, 2007, the largest customers for our Commercial 
Segment were Verizon Wireless and AT&T Wireless, and the largest customers for our Government Segment 
were various U.S. government agencies. 

customers and distribution channels. The loss of any of the customers discussed in this paragraph would have 
a material adverse impact on our business. 

Our growth depends on maintaining relationships with our major customers and on developing other 
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Because we relv on kev partners to expand our markefina and sales efforts. if we fail to maintain or 
emand our relationships with strateuic Rartners and indirecf disfribufion channels our license 
revenues could decline. 

We have announced strategic partnerships with Motorola and Alcatel-Lucent, and are working on additional 
partnerships to provide supplemental channels for the marketing and sale of our software applications. Our 
growth depends on maintaining relationships with these partners and on developing other distribution 
channels. The loss of any of these partners would have a material adverse impact on our business. 

Because our business mavnot uenerate sufficient cash to fund oDerafions. we mavnof be able fo 
continue fo wow our business if we are unable fo obtain addifional capifal when needed, 

We believe that our cash and cash equivalents, and our bank line of credit, coupled with the funds 
anticipated to be generated from operations will be sufficient to finance our operations for at least the next 
twelve months. Although we currently believe that we have sufficient capital resources to meet our anticipated 
working capital and capital expenditures requirements beyond the next twelve months, unanticipated events 
could cause us to fall short of our capital requirements. In addition, such unanticipated events could cause us 
to violate our bank line of credit covenants causing the bank to foreclose on the line and/or opportunities may 
make it necessary for us to return to the public markets, or establish new credit facilities or raise capital in 
private transactions in order to meet our capital requirements. We cannot assure you that we will be able to 
raise additional capital in the future on terms acceptable to us, or at all. 

quick ratio and a minimum liquidity ratio; as well as other restrictive covenants including, among others, 
restrictions on our ability to merge, acquire assets above prescribed thresholds, undertake actions outside the 
ordinary course of our business (including the incurrence of indebtedness), guarantee debt, distribute 
dividends, and repurchase our stock, and minimum tangible net worth. The agreement also contains a 
subjective covenant that requires ( i )  no material adverse change in the business, operations, or financial 
condition of our Company occur, or (ii) no material impairment of the prospect of repayment of any portion of 
the bank credit agreement; or (iii) no material impairment of value or priority of the lenders security interests in 
the collateral of the bank credit agreement. We believe that we will continue to comply with our restrictive 
covenants under our debt agreements. If our pelformance does not result in compliance with any of the 
restrictive covenants, or if our line of credit agreement lender seeks to exercise its rights under the subjective 
acceleration clause referred to above, we would seek to further modify our financing arrangements, but there 
can be no assurance that our debt holders would not exercise their rights and remedies under their 
agreements with us, including declaring all outstanding debt due and payable. 

Our short-term investments are subject to market fluctuations which may affect our liquidity. 

Although we have not experienced any losses on our cash, cash equivalents, and short-term investments, 
declines in the market values of these investments in the future could have an adverse impact on our financial 
condition and operating results. Historically, we have invested in AAA rated money market funds meeting 
certain criteria. These investments are subject to general credit, liquidity, market, and interest rate risks, which 
may be directly or indirectly impacted by the U.S. sub-prime mortgage defaults that have affected various 
sectors of the financial markets causing credit and liquidity issues. If an issuer defaults on its obligations, or its 
credit ratings are negatively affected by liquidity, losses or other factors, the value of our cash equivalents and 
short-term investments could decline and could have an adverse impact on our liquidity and financial condition. 

Our line of credit and term loan agreement contains covenants requiring us to maintain a minimum adjusted 

Variafions in auarterlv oDeratinu results due fo facfors such as chanaes in demand for our Droducts 
and chanaes in our mix of revenues and cosfs mav cause our Class A common sfock arice to 
decline. 

Our quarterly revenue and operating results are difficult to predict and are likely to fluctuate from 
quarter-to-quarter. For example, 2007 revenues of our Government Segment were higher in the second half of 
the year than in the first half, whereas its 2006 revenues were higher in the first half of the year than in the 
second. In 2005, revenues from our Government Segment were significantly higher in the second half of the 
year than in the first half. In addition, we generally derive a significant portion of wireless carrier license 
revenue in our 
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Commercial Segment from initial license fees. The initial license fees that we receive in a particular quarter 
may vary significantly. As these projects begin and end, quarterly results may vary. We therefore believe that 
quarter-to-quarter comparisons of our operating results may not be a good indication of our future 
performance, and you should not rely on them to predict our future performance or the future performance of 
our Class A common stock. Our quarterly revenues, expenses and operating results could vary significantly 
from quarter-to-quarter. I f  our operating results in future quarters fall below the expectations of market analysts 
and investors, the market price of our stock may fall. 

Additional factors that have either caused our results to fluctuate in the past or that are likely to do so in the 
future include: 

changes in our relationships with wireless carriers, the U.S. government or other customers; 

timing of introduction of new products and services; 

changes in pricing policies and product offerings by us or our competitors; 

changes in projected profitability of acquired assets that would require the write down of the value of the 
goodwill reflected on our balance sheet. 

* costs associated with advertising, marketing and promotional efforts to acquire new customers; 

- capital expenditures and other costs and expenses related to improving our business, expanding 
operations and adapting to new technologies and changes in consumer preferences; and 

our lengthy and unpredictable sales cycle. 

Growing market acceptance of “open source”soWare could cause a decline in our revenues and 
oDeratina margins. 

Growing market acceptance of open source software has presented both benefits and challenges to the 
commercial software industry in recent years. “Open source” software is made widely available by its authors 
and is licensed “as is” for a nominal fee or, in some cases, at no charge. For example, Linux is a free Unix-type 
operating system, and the source code for Linux is freely available. 

We have incorporated some types of open source software into our products, allowing us to enhance 
certain solutions without incurring substantial additional research and development costs. Thus far, we have 
encountered no unanticipated material problems arising from our use of open source software. However, as 
the use of open source software becomes more widespread, certain open source technology could become 
competitive with our proprietary technology, which could cause sales of our products to decline or force us to 
reduce the fees we charge for our products, which could have a material adverse impact on our revenues and 
operating margins. 

’ 

Because our product offerings are sold internationallv. we are subiect to risks of conducfinq 
business in foreian countries. 

Wireless carriers in Europe, Asia, Australia, Africa and Central and South America have purchased our 
products. We believe our revenue will be increasingly dependent on business in foreign countries, and we will 
be subject to the social, political and economic risks of conducting business in foreign countries, including: 

inability to adapt our products and services to local business practices, customs and mobile user 

costs of adapting our product and service offerings for foreign markets; 

inability to locate qualified local employees, partners and suppliers; 

reduced protection of intellectual property rights; 

preferences; 
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the potential burdens of complying with a variety of U.S. and foreign laws, trade standards and regulatory 
requirements, including the regulation of wireless communications and the Internet and uncertainty 
regarding liability for information retrieved and replicated in foreign countries; 

general geopolitical risks, such as political and economic instability and changes in diplomatic and trade 
relations; and 

unpredictable fluctuations in currency exchange rates. 

Any of the foregoing risks could have a material adverse effect on our business by diverting time and 

We derive a sianificant nortion of our revenue from sales to various aaencies of the U.S. 
government which has special riahfs unlike other customers and exnoses us to additional risks that 
could have a maferial adverse effecf on our business. financial condition and operatina results. 

Sales to various agencies of the U.S. government accounted for approximately 37% of our total revenue for 
the fiscal year ended December 31, 2007, all of which was attributable to our Government Segment. Our ability 
to earn revenue from sales to the U.S. government can be affected by numerous factors outside of our control 
including: 

money toward addressing them or by reducing or eliminating sales in such foreign countries. 

The U. S. government may terminate the contracts if has with us. All of the contracts we have with the 
U.S. government are, by their terms, subject to termination by the U.S. government either for its 
convenience or in the event of a default by us. In the event of termination of a contract by the 
U.S. government, we may have little or no recourse. 

Our contracts with the U. S. government may be terminated due to Congress failing to appropriate 
funds. Our U.S. government contracts are conditioned upon the continuing availability of Congressional 
appropriations. Congress usually appropriates funds for a given program on a fiscal-year basis even 
though contract performance may take more than one year. Any failure by Congress to appropriate funds 
to any program that we participate in could materially delay or terminate the program and have a material 
adverse effect on our business. 

We are subject to procurement and other related laws and regulations which carry significant penalties 
for non-compliance. We are subject to extensive and complex U.S. government procurement laws and 
regulations. Failure to comply with these laws and regulations and with laws governing the export of 
controlled products and commodities, and any significant violations of any other federal law, could 
subject us to potential contract termination, civil and criminal penalties, and under certain circumstances, 
suspension and debarment from future U.S. government contracts. 

Additionally, the U.S. government may audit and review our costs and performance on their contracts, as 
well as our accounting and general practices. The costs and prices under these contracts may be subject to 
adjustment based upon the results of any audits. Future audits may harm our business. 

Because several of our competitors have sianificantlv areater resources than we do, we could lose 
cusfomers and market share. 

Our business is highly competitive. Several of our competitors are substantially larger than we are and, have 
greater financial, technical and marketing resources than we do. In particular, larger competitors have certain 
advantages over us which could cause us to lose customers and impede our ability to attract new customers, 
including: larger bases of financial, technical, marketing, personnel and other resources; more established 
relationships with wireless carriers; more funds to deploy products and services; and the ability to lower prices 
of competitive products and services because they are selling larger volumes. 

The widespread adoption of open industry standards such as the Secure User Plane for Location (SUPL) 
specifications may make it easier for new market entrants and existing competitors to introduce products that 
compete with our software products. Because our Commercial Segment is part of an emerging market, we 
cannot identify or predict which new competitors may enter the mobile location services industry in the future. 
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Wlth time and capital, it would be possible for competitors to replicate any of our products and service offerings 
or develop alternative products. Additionally, the wireless communications industry continues to experience 
significant consolidation which may make it more difficult for smaller companies, like us, us to compete. Our 
competitors include application developers, telecommunications equipment vendors, location determination 
technology vendors and information technology consultants, and may include traditional Internet portals and 
Internet infrastructure software companies. We expect that we will compete primarily on the basis of price, time 
to market, functionality, quality and breadth of product and service offerings. 

These competitors could include wireless network carriers, mobile and/or wireless software companies, 
wireless data services providers and wireless systems integrators and database vendors. As discussed above, 
many of our potential competitors have significantly greater resources than we do. Furthermore, competitors 
may develop a different approach to marketing the services we provide in which subscribers may not be 
required to pay for the information provided by our services. Competition could reduce our market share or 
force us to lower prices to unprofitable levels. 

While we characterize a sianificant Dortion of our revenue as beinq “recurrinq” there is no 
guarantee that we will actuallv achieve this revenue. 
A significant portion of our revenue is generated from long-term customer contracts that pay certain fees on 

a month-to-month basis. While we currently believe that these revenue streams will continue, renegotiation of 
the contract terms, early termination or non-renewal of material contracts could cause our recurring revenues 
to be lower than expected and any growth depends on maintaining relationships with these important 
customers and on developing other customers and distribution channels. 

We cannot auarantee that our estimated contract backlou will result in actual revenue. 
As of December 31, 2007, our estimated contract backlog totaled approximately $232.2 million, of which 

approximately $130.6 million was funded. There can be no assurance that our backlog will result in actual 
revenue in any particular period, or at all, or that any contract included in backlog will be profitable. There is a 
higher degree of risk in this regard with respect to unfunded backlog. The actual receipt and timing of any 
revenue is subject to various contingencies, many of which are beyond our control. The actual receipt of 
revenue on contracts included in backlog may never occur or may change because a program schedule could 
change, the program could be canceled, a contract could be reduced, modified or terminated early, or an 
option that we had assumed would be exercised not being exercised. Further, while many of our federal 
government contracts require performance over a period of years, Congress often appropriates funds for these 
contracts for only one year at a time. Consequently, our contracts typically are only partially funded at any 
point during their term, and all or some of the work intended to be performed under the contracts will remain 
unfunded pending subsequent Congressional appropriations and the obligation of additional funds to the 
contract by the procuring agency. Our estimates are based on our experience under such contracts and similar 
contracts. However, there can be no assurances that all, or any, of such estimated contract value will be 
recognized as revenue. 

The loss of kev personnel or anv inabilitv fo attract and retain additional Dersonnel could harm our 
business. 
Our future success will depend in large part on our ability to hire and retain a sufficient number of qualified 

personnel, particularly in sales and marketing and research and development. If we are unable to do so, our 
business could be harmed. Our future success also depends upon the continued service of our executive 
officers and other key sales, engineering and technical staff. The loss of the services of our executive officers 
and other key personnel could harm our operations. We maintain key person life insurance on certain of our 
executive officers. We would be harmed if one or more of our officers or key employees decided to join a 
competitor or if we failed to attract qualified personnel. Our ability to attract qualified personnel may be 
adversely affected by a decline in the price of our Class A common stock. In the event of a decline in the price 
of our Class A common stock, the retention value of stock options will decline and our employees may choose 
not to remain with us, which could harm our business. 
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If our subcontractors fail to Derform their contractual obliqatiom, our Derformance and reDutation 
as a wime contractor and our abilitv to obtain future business could suffer. 

As a prime contractor, we often rely significantly upon other companies as subcontractors to perform work 
we are obligated to perform for our clients. As we secure more work under our contract vehicles such as the 
WWSS agreement, we expect to require an increasing level of support from subcontractors that provide 
complementary and supplementary products and services to our offerings. Depending on labor market 
conditions, we may not be able to identify, hire and retain sufficient numbers of qualified employees to perform 
the task orders we expect to win. In such cases, we will need to rely on subcontracts with unrelated 
companies. Moreover, even in favorable labor market conditions, we anticipate entering into more 
subcontracts in the future as we expand our work under our contract vehicles. We are responsible for the work 
performed by our subcontractors, even though in some cases we have limited involvement in that work. If one 
or more of our subcontractors fail to satisfactorily perform the agreed-upon services on a timely basis or violate 
federal government contracting policies, laws or regulations, our ability to perform our obligations as a prime 
contractor or meet our clients' expectations may be compromised. In extreme cases, performance or other 
deficiencies on the part of our subcontractors could result in a client terminating our contract for default. A 
termination for default could expose us to liability, including liability for the agency's costs of re-procurement, 
could damage our reputation and could hurt our ability to compete for future contracts. 

Risks Related to Acauisitions 

Our Dast and future acauisitions of comnanies or technoloaies could wove difficult to inteurate, 
disruDt our business. dilute stockholder value or adverselv affect oDeratinu results or the market 
price of our Class A common stock. 

We have in the past acquired a number of businesses and technologies, and we may in the future acquire 
or make investments in other companies, services and technologies. Any acquisitions, strategic alliances or 
investments we may pursue in the future will have a continuing, significant impact on our business, financial 
condition and operating results. The value of the companies or assets that we acquire or invest in may be less 
than the amount we paid if there is a decline of their position in the respective markets they serve or a decline 
in general of the markets they serve. If we fail to properly evaluate and execute acquisitions and investments, 
our business and prospects may be seriously harmed. To successfully complete an acquisition, we must: 

. 

properly evaluate the technology; 

accurately forecast the financial impact of the transaction, including accounting charges and transaction 

integrate and retain personnel; 

retain and cross-sell to acquired customers; 

combine potentially different corporate cultures; and 

effectively integrate products and services, and research and development, sales and marketing and 
support operations. 

If we fail to do any of these, we may suffer losses, our management may be distracted from day-to-day 
operations and the market price of our ClassA common stock may be materially adversely affected. In 
addition, if we consummate future acquisitions using our equity securities or convertible debt, existing 
stockholders may be diluted which could have a material adverse effect on the market price of our Class A 
common stock. 

In addition, the companies and business units we have acquired or invested in or may acquire or invest in 
are subject to each of the business risks we describe in this section, and if they incur any of these risks the 
businesses may not be as valuable as the amount we paid. Further, we cannot guarantee that we will realize 
the benefits or strategic objectives we are seeking to obtain by acquiring or investing in these companies. 

expenses; 
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Jndustrv Risks 

Because the wireless data industrv is a rawidlv evolvinu market, our Droduct and service offerinas 
could become obsolete unless we reswond effectivelv and on a timelv basis to rawid technolouical 
chanaes. 

The successful execution of our business strategy is contingent upon wireless network operators launching 
and maintaining mobile location services, our ability to create new network software products and adapt our 
existing network software products to rapidly changing technologies, industry standards and customer needs. 
As a result of the complexities inherent in our product offerings, new technologies may require long 
development and testing periods. Additionally, new products may not achieve market acceptance or our 
competitors could develop alternative technologies that gain broader market acceptance than our products. If 
we are unable to develop and introduce technologically advanced products that respond to evolving industry 
standards and customer needs, or if we are unable to complete the development and introduction of these 
products on a timely and cost effective basis, our business will suffer. 

New laws and regulations that impact our industry could increase costs or reduce opportunities to earn 
revenue. The wireless carriers that use our product and service offerings are subject to regulation by domestic, 
and in some cases, foreign, governmental and other agencies. Regulations that affect them could increase our 
costs or reduce our ability to sell our products and services. In addition, there are an increasing number of laws 
and regulations pertaining to wireless telephones and the Internet under consideration in the United States and 
elsewhere. 

The applicability to the Internet of existing laws governing issues such as intellectual property ownership 
and infringement, copyright, trademark, trade secret, taxation, obscenity, libel, employment and personal 
privacy is uncertain and developing. Any new legislation or regulation, or the application or interpretation of 
existing laws, may have a material adverse effect on our business, results of operations and financial 
condition. Additionally, modifications to our business plans or operations to comply with changing regulations 
or certain actions taken by regulatory authorities might increase our costs of providing our product and service 
offerings and materially adversely affect our financial condition. 

Concerns about wersonal wrivacv and commercial solicitation mav limit the arowth of mobile 
location services and reduce demand for our wroducts and services. 

In order for mobile location products and services to function properly, wireless carriers must locate their 
subscribers and store information on each subscriber's location. Although data regarding the location of the 
wireless user resides only on the wireless carrier's systems, users may not feel comfortable with the idea that 
the wireless carrier knows and can track their location. Carriers will need to obtain subscribers' permission to 
gather and use the subscribers' personal information, or they may not be able to provide customized mobile 
location services which those subscribers might otherwise desire. If subscribers view mobile location services 
as an annoyance or a threat to their privacy, that could reduce demand for our products and services and have 
an adverse effect on prospective sales. 

Because manv wroviders are not in comwliance with current reaulatorv mandates and because our 
industrv is underaoina rawid technolouical and reaulatorv chanae. our future Derformance is 
yncertain. 

The Federal Communication Commission, or FCC, has mandated that certain location information be 
provided to operators when they receive an E9-1-1 call. Phase I of the FCC's 9-1-1 mandate required 
providers to be able to locate wireless E9-1-1 callers within their originating cell sector site and report their 
callback number by April 1998. Phase I I  of the FCC mandate required providers to be able to pinpoint the 
location of all E9-1-1 callers within 125 meters in 67% of all cases by October 1, 2001. Although both the 
Phase I and Phase II deadlines have passed, many providers are not currently in compliance with either phase 
of the FCC's mandate. Even so, we believe that many public safety jurisdictions are continuing to deploy 
Phase I technology and when available, we believe they will deploy Phase II technology. 
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Carriers' obligations to provide Phase I and Phase I 1  services are subject to request by public safety 
organizations. Due to complex regulatory, funding and political issues many public safety organizations have 
not yet requested this service. As a result, wireless carriers and wireless users may never exhibit sufficient 
demand for our mobile location services. Technical failures, time delays or the significant costs associated with 
developing or installing improved location technology could slow down or stop the deployment of our mobile 
location products. If deployment of improved location technology is delayed, stopped or never occurs, market 
acceptance of our products and services may be adversely affected. 

In addition, we will rely on third-party providers to manufacture and deploy devices that determine the 
precise geographic location of wireless users to comply with Phase II of the FCC mandate. The extent and 
timing of the deployment of our products and services is dependent both on public safety requests for such 
service and wireless carrier's ability to certify the accuracy of and deploy the precise location technology. 
Because we will rely on third-party location technology instead of developing the technology ourselves, we 
have little or no influence over its improvement. If the technology never becomes precise enough to satisfy 
wireless users' needs or the FCC's requirements, we may not be able to increase or sustain demand for our 
products and services, if at all. 

Our €9-1-1 business is dependent on state and local aovernments and the reaulatorv environment 
for Voice over internet Protocol (VoiP) services is deveiopinq. 

Under the FCC's mandate, wireless carriers are required to provide E9-1-1 services only if state and local 
governments request the service. As part of a state or local government's decision to request E9-1-1, they 
have the authority to develop cost recovery mechanisms. However, cost recovery is no longer a condition to 
wireless carriers' obligation to deploy the service. If state and local governments do not widely request that 
E9-1-1 services be provided or we become subject to significant pressures from wireless carriers with respect 
to pricing of E9-1-1 services, our E9-1-1 business would be significantly harmed and future growth of our 
business would be significantly reduced. 

wireline and wireless telephone services. If the regulatory environment for VolP services evolves in a manner 
other than the way we anticipate, our E9-1-1 business would be significantly harmed and future growth of our 
business would be significantly reduced. For example, many states provide statutory and regulatory immunity 
from liability for wireless and wireline E9-1-1 service providers but provide no express immunities for VolP 
E9-1-1 service providers. Additionally, the regulatory scheme for wireless and wireline service providers 
require those carriers to allow service providers such as us to have access to certain databases that make the 
delivery of an E9-1-1 call possible. No such requirements exist for VolP service providers so carriers could 
prevent us from continuing to provide VolP E9-1-1 service by denying us access to the required databases. 

The FCC has determined that VolP services are not subject to the same regulatory scheme as traditional 

Because the industries which we serve are currentlv in a cvcle of consolidation. the number of 
customers rnav be reduced which could result in a loss of revenue for our business. 

The telecommunications industry generally is currently undergoing a consolidation phase. Many of our 
customers, specifically wireless carrier customers of our Commercial Segment, have or may become the target 
of acquisitions. If the number of our customers is significantly reduced as a result of this consolidation trend, or 
if the resulting companies do not utilize our product offerings, our financial condition and results of operations 
could be materially adversely affected. 

Technoloav Risks 

Because our software mav contain defects or errors, our sales could decrease if these defects or 
errors adverselv affect our reputation or delavs shipments of our software. 

The software products that we develop are complex and must meet the stringent technical requirements of 
our customers. We must quickly develop new products and product enhancements to keep pace with the 
rapidly changing software and telecommunications markets in which we operate. Software as complex as ours 
i s  likely to contain undetected errors or defects, especially when first introduced or when new versions are 
released. 
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Our software may not be error or defect free after delivery to customers, which could damage our reputation, 
cause revenue losses, result in the rejection of our software or services, divert development resources and 
increase service and warranty costs, each of which could have a serious harmful effect on us. 

Sales to comDetitors. 

Our products operate with wireless carriers’ systems, various wireless devices and, in the case of our 
E9-1-1 offering, with mobile telephone switches and VolP service provider systems. If we are unable to 
continue to design our software to operate with these systems and devices, we may lose sales to competitors. 
Mobile telephone switches and wireless devices can be manufactured according to many different standards 
and may have different variations within each standard. Combining our products with each type of switch, 
device or VolP system requires a specialized interface and extensive testing. If, as a result of technology 
enhancements or upgrades to carrier and VolP provider systems, our products can no longer operate with 
such systems, we may no longer be able to sell our products. Further, even if we successfully redesign our 
products to operate with these systems, we may not gain market acceptance before our competitors. 

Because oursvstems may be vulnerable to svstems failures and securitv risks. we mav incur 
sianificant costs to Drotect aaainst the threat of these woblems. 

We provide for the delivery of information and content to and from wireless devices in a prompt and timely 
manner. Any systems failure that causes a disruption in our ability to facilitate the transmission of information 
to these wireless devices could result in delays in end users receiving this information and cause us to lose 
customers. Our systems could experience such failures as a result of unauthorized access by hackers, 
computer viruses, hardware or software failures, power or telecommunications failures and other accidental or 
intentional actions which could disrupt our systems. We may incur significant costs to prevent such systems 
disruptions. 

Increasingly our products will be used to create or transmit secure information and data to and from 
wireless devices. For example, our software can be used to create private address lists and to provide the 
precise location of an individual. To protect private information like this from security breaches, we may incur 
significant costs. If a third party were able to misappropriate our proprietary information or disrupt our 
operations, we could be subject to claims, litigation or other potential liabilities that could materially adversely 
impact our business. Further, if an individual is unable to use our service to receive the precise location in a 
health or life-and-death situation, or if our service provides the wrong information, we could be subject to 
claims, litigation or other potential liabilities that could materially adversely impact our business. 

The wireless data services provided by our Commercial Segment are dependent on real-time, continuous 
feeds from map and traffic data vendors and others. The ability of our subscribers to receive critical location 
and business information requires timely and uninterrupted connections with our wireless network carriers. Any 
disruption from our satellite feeds or backup landline feeds could result in delays in our subscribers’ ability to 
receive information. We cannot be sure that our systems will operate appropriately if we experience a 
hardware or software failure, intentional disruptions of service by third parties, an act of God or an act of war. A 
failure in our systems could cause delays in transmitting data, and as a result we may lose customers or face 
litigation that could involve material costs and distract management from operating our business. 

. 

If mobile eauiiament manufacturers do not overcome caoacitv. technoloav and eaubment 
limitations. we mav not be able to sell our wodocts and services. 

The wireless technology currently in use by most wireless carriers has limited bandwidth, which restricts 
network capacity to deliver bandwidth-intensive applications like data services to a large number of users. 
Because of capacity limitations, wireless users may not be able to connect to their network when they wish to, 
and the connection is likely to be slow, especially when receiving data transmissions. Data services also may 
be more expensive than users are willing to pay. To overcome these obstacles, wireless equipment 
manufacturers will need to develop new technology, standards, equipment and devices that are capable of 
providing higher bandwidth services at lower cost. We cannot be sure that manufacturers will be able to 
develop technology and equipment that reliably delivers large quantities of data at a reasonable price. If more 
capacity is not added, a 
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sufficient market for our products and services is not likely to develop or be sustained and sales of our 
products and services would decline and our business would suffer. 

Because the market for most mobile content deliverv and mobile location woducfs is new, our 
future success is uncertain. 

The market for mobile content delivery and mobile location products and services is new and its potential is 
uncertain. In order to be successful, we need wireless network operators to launch and maintain mobile 
location services utilizing our products, and need corporate enterprises and individuals to purchase and use 
our mobile content delivery and mobile location products and services. We cannot be sure that wireless 
carriers or enterprises will accept our products or that a sufficient number of wireless users will ultimately utilize 
our products. 

If wireless handsets Dose health and safetv risks. we mav be subject to new reaulations and 
demand for our aroducts and services mav decrease. 

Media reports have suggested that certain radio frequency emissions from wireless handsets may be linked 
to various health concerns, including cancer, and may interfere with various electronic medical devices, 
including hearing aids and pacemakers. Concerns over radio frequency emissions may have the effect of 
discouraging the use of wireless handsets, which would decrease demand for our services. In recent years, 
the FCC and foreign regulatory agencies have updated the guidelines and methods they use for evaluating 
radio frequency emissions from radio equipment, including wireless handsets. In addition, interest groups have 
requested that the FCC investigate claims that wireless technologies pose health concerns and cause 
interference with airbags, hearing aids and other medical devices. There also are some safety risks associated 
with the use of wireless handsets while driving. Concerns over these safety risks and the effect of any 
legislation that may be adopted in response to these risks could limit our ability to market and sell our products 
and services. 

If we are unable to Drotect our intellectual DroDerfv riahts or are sued bv third aarties for infrinainq 
w o n  intellectual aroaerfv riahts. we may incur substantial costs. 

Our success and competitive position depends in large part upon our ability to develop and maintain the 
proprietary aspects of our technology. We rely on a combination of patent, copyright, trademark, service mark, 
trade secret laws, confidentiality provisions and various other contractual provisions to protect our proprietary 
rights, but these legal means provide only limited protection. Although a number of patents have been issued 
to us and we have obtained a number of other patents as a result of our acquisitions, we cannot assure you 
that our issued patents will be upheld if challenged by another party. Additionally, with respect to any patent 
applications which we have filed, we cannot assure you that any patents will issue as a result of these 
applications. If we fail to protect our intellectual property, we may not receive any return on the resources 
expended to create the intellectual property or generate any competitive advantage based on it, and we may 
be exposed to expensive litigation or risk jeopardizing our competitive position. Similarly, third parties could 
claim that our future products or services infringe upon their intellectual property rights. Claims like these could 
require us to enter into costly royalty arrangements or cause us to lose the right to use critical technology. 

Our ability to protect our intellectual property rights is also subject to the terms of any future government 
contracts. We cannot assure you that the federal government will not demand greater intellectual property 
rights or restrict our ability to disseminate intellectual property. We are also a member of standards-setting 
organizations and have agreed to license some of our intellectual property to other members on fair and 
reasonable terms to the extent that the license is required to develop non-infringing products. 

Pursuina infrinaers of our Patents and other intellectual aroaertv riahts can be costlv. 

Pursuing infringers of our proprietary rights could result in significant litigation costs, and any failure to 
pursue infringers could result in our competitors utilizing our technology and offering similar products, 
potentially resulting in loss of a competitive advantage and decreased revenues. Despite our efforts to protect 
our proprietary rights, existing patent, copyright, trademark and trade secret laws afford only limited protection. 
In addition, the laws of some foreign countries do not protect our proprietary rights to the same extent as do 
the 
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laws of the United States. Protecting our know how is difficult especially after our employees or those of our 
third party contract service providers end their employment or engagement. Attempts may be made to copy or 
reverse-engineer aspects of our products or to obtain and use information that we regard as proprietary. 
Accordingly, we may not be able to prevent the misappropriation of our technology or prevent others from 
developing similar technology. Furthermore, policing the unauthorized use of our products is difficult and 
expensive. Litigation may be necessary in the future to enforce our intellectual property rights or to determine 
the validity and scope of the proprietary rights of others. The costs and diversion of resources could 
significantly harm our business. If we fail to protect our intellectual property, we may not receive any return on 
the resources expended to create the intellectual property or generate any competitive advantage based on it. 

Third aarfies may claim we are infrinaina their intellectual DroDertv riahts, and we could be 
prevented from sellina our Droducts. or suffer sianificanf litiaation exoense. even if these claims 
have no merit. 

Our competitive position is driven in part by our intellectual property and other proprietary rights. Third 
parties, however, may claim that we, our products, operations or any products or technology we obtain from 
other parties are infringing their intellectual property rights, and we may be unaware of intellectual property 
rights of others that may cover some of our assets, technology and products. From time to time we receive 
letters from third parties that allege we are infringing their intellectual property and asking us to license such 
intellectual property. We review the merits of each such letter, none of which has resulted in litigation as of the 
date of this report. However, any litigation regarding patents, trademarks, copyrights or intellectual property 
rights, even those without merit, could be costly and time consuming, and divert our management and key 
personnel from operating our business. The complexity of the technology involved and inherent uncertainty 
and cost of intellectual property litigation increases our risks. If any third party has a meritorious or successful 
claim that we are infringing its intellectual property rights, we may be forced to change our products or enter 
into licensing arrangements with third parties, which may be costly or impractical. This also may require us to 
stop selling our products as currently engineered, which could harm our competitive position. We also may be 
subject to significant damages or injunctions that prevent the further development and sale of certain of our 
products or services and may result in a material loss of revenue. 

The securitv measures we have imdemented to secure information we collect andstore mav be 
breached, which could cause us to breach aareements with our Darfners and exDose us to Dotential 
investiaation and Denalties bv authorities and potential claims bv Dersons whose information was 
sfisclosed. 

We take reasonable steps to protect the security, integrity and confidentiality of the information we collect 
and store but there is no guarantee that inadvertent or unauthorized disclosure will not occur or that third 
parties will not gain unauthorized access despite our efforts. If such unauthorized disclosure or access does 
occur, we may be required to notify persons whose information was disclosed or accessed under existing and 
proposed laws. We also may be subject to claims of breach of contract for such disclosure, investigation and 
penalties by regulatory authorities and potential claims by persons whose information was disclosed. 

Risks Related to Our CaDital Structure and Common Stock 

e 

A maioritv of our Class A common stock is beneficiallv owned bv a small number of holders. and 
those holders could therebv transfer control of us to a third Darfv without anvone else’s amroval or 
prevent a third partv from acauirina us. 

We have two classes of common stock: Class A common stock and Class B common stock. Holders of 
Class A common stock generally have the same rights as holders of Class B common stock, except that 
holders of Class A common stock have one vote per share while holders of Class B common stock have three 
votes per share. As of January 31, 2008, Maurice B. Tose, our President, Chief Executive Officer and 
Chairman of the Board, beneficially owned 7,301,334 shares of our Class B common stock and 
1,529,601 shares of our Class A common stock. Therefore, in the aggregate, Mr. Tose beneficially owned 
shares representing approximately 41.21 % of our total voting power, assuming no conversion or exercise of 
issued and outstanding convertible or exchangeable securities held by our other shareholders. Accordingly, on 
this basis, Mr. Tost5 controls us through 
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his ability to determine the outcome of elections of directors, amend our charter and by-laws and take other 
actions requiring stockholder action, including mergers, going private transactions and other extraordinary 
transactions. Mr. Tose could, without seeking anyone else’s approval, transfer voting control of us to a third 
party. Such a transfer could have a material adverse effect on our stock price, and our business, operating 
results and financial condition. Mr. Tose is also able to prevent a change of control regardless of whether 
holders of Class A common stock might benefit financially from such a transaction. 

Our aovernina corDorate documents contain certain anti-takeover wrovisions that could Drevent a 
chanae of control that mav be favorable to shareholders. 

We are a Maryland corporation. Anti-takeover provisions of Maryland law and provisions contained in our 
charter and by-laws could make it more difficult for a third party to acquire control of us, even if a change in 
control would be beneficial to shareholders. These provisions include the following: 

authorization of the board of directors to issue “blank check” preferred stock; 

prohibition of cumulative voting in the election of directors; 

our classified board of directors; 

limitation of the persons who may call special meetings of stockholders; and 

prohibition on stockholders acting without a meeting other th,an through unanimous written consent; 

supermajority voting requirement on various charter and by-law provisions; 

establishment of advance notice requirements for nominations for election to the board of directors or for 
proposing matters that can be acted on by stockholders at stockholder meetings. 

These provisions could delay, deter or prevent a potential acquirer from attempting to obtain control of us, 
depriving shareholders of an opportunity to receive a premium for Class A common stock. These provisions 
could therefore materially adversely affect the market price of our Class A common stock. 

7 
Because this reDort contains forward-lookina statements, it may not wrove to be accurate. 

This report, including the documents we incorporate by reference, contains forward-looking statements and 
information relating to our company. These statements are based upon TCS’ current expectations and 
assumptions that are subject to a number of risks and uncertainties that would cause actual results to differ 
materially from those anticipated. We generally identify forward-looking statements using words like “believe,” 
“intend,” “expect,” “may,” “should,” “plan,” “project,” “contemplate,” “anticipate,” or other similar statements. We 
base these statements on our beliefs as well as assumptions we made using information currently available to 
US. We do not undertake to update our forward-looking statements or risk factors to reflect future events or 
circumstances. 

that 

messaging and location determination;, 

our domestic and international carrier base, 

deployment in customer networks or through hosted and subscription business models and we believe that our 
software is positioned for early adoption by carriers, 

(iv) wireless growth is expected to continue to increase in all regions around the’world for the foreseeable 
future, 

(v) both the number of users and messages per individual are projected to increase significantly, 

Statements in this report that are forward-looking include, but are not limited to, the following statements 

(i) we are well positioned to address the evolving integration needs of our clients through our expertise in 

(ii) we are developing relationships with communication infrastructure providers and we intend to expand 

(iii) we plan to continue to develop and sell software and engineered systems which we will deliver through 
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(vi) we will continue to develop network software for wireless carriers that operate on all major types c 
networks; 

information and expand the range of capabilities that the technology can accomplish for our customers, 
(vii) we will continue to leverage our knowledge of complex call control technology to unlock valuable 

( v i )  we will continue to invest in our underlying technology and to capitalize on our expertise to meet the 
growing demand for sophisticated wireless applications, 

(ix) we intend to continue to selectively pursue acquisitions of companies and technologies in order to 
increase the scale and scope of our operations, market presence, products, services and customer base, 

(x) the Broadband Global Area Network upgrade of the lnmarsat satellite constellation expands our 
opportunity for SwiftLink sales volume; 

(xi) we believe our expertise in wireless E9-1-1, location and messaging services, and secure satellite 
communications can be leveraged into the Federal agencies; 

(xii) we are continuing to enhance our deployable communication systems product line to take advantage of 
the evolving environment of satellite communications; 

(xiii) we believe that our company enjoys a competitive advantage because of its secure teleport and 
integration capabilities along with deployable systems as a bundled offering; 

(xiv) federal agencies, as well as state and local governments, are increasingly contracting with specialist 
teams for functions such as network management, and for long-term projects such as software development 
and systems integration, 

(xv) we expect to realize $84.6 million of backlog within the next twelve months; 

(xvi) the bases on which we expect to continue to compete; 

(xvii) we believe we have sufficient capital resources to meet our anticipated cash operating expenses, 

(xviii) that we believe our capitalized research and development expense will be recoverable from future 

(xix) we believe our intellectual property assets are valuable and may realized revenue from patent 

(xx) the WWSS contract is expected to contribute to significant sales growth, 

(mi) expectations about the amount of future non-cash stock compensation, and 

(xxii) statements about financial covenants related to our loan agreements. 

This list should not be considered exhaustive. 

working capital and capital expenditure and debt services needs for the next twelve months, 

gross profits generated by the related products, 

infringement claims; 

Item 1 BUnresolved Staff Comments 

None. 

Item SPro~ertfes 

Our principal executive office is located in Annapolis, Maryland in a 27,000 square foot facility under a 
lease expiring in March 2008. We have a second 26,000 square foot facility in Annapolis, Maryland under a 
lease expiring in April 2008. We are currently negotiating extension of our lease terms. The Annapolis facilities 
are utilized for the executive and administrative offices, as well as portions of our Commercial and Government 
Segments. Other leased facilities include a 47,500 square foot facility in Seattle, Washington under a lease 
expiring in September 2010, an 11,000 square foot facility in Oakland, California under a lease expiring August 
2012, and a 32,000 flex-space facility in Tampa, Florida under a lease expiring in December 2015. We also 
lease 
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a hosting facility in Phoenix, Arizona under a lease that expires in February 2010, which is utilized by our 
Commercial Segment. 

space in Baltimore, Maryland for teleport services for our Government Segment customers. 

Item 3Leaal Proceedinus 

and a director, and several investment banks that were the underwriters of our initial public offering (the 
"Underwriters"): Highstein K Telecommunication Systems, Inc., et ai., United States District Court for the 
Southern District of New York, Civil Action No. 01-CV-9500. The plaintiffs seek an unspecified amount of 
damages. The lawsuit purports to be a class action suit filed on behalf of purchasers of our Class A Common 
Stock during the period August 8, 2000 through December 6, 2000. The plaintiffs allege that the Underwriters 
agreed to allocate our Class A Common Stock offered for sale in our initial public offering to certain purchasers 
in exchange for excessive and undisclosed commissions and agreements by those purchasers to make 
additional purchases of our Class A Common Sto'ck in the aftermarket at pre-determined prices. The plaintiffs 
allege that all of the defendants violated Sections 11, 12 and 15 of the Securities Act, and that the underwriters 
violated Section 1 O(b) of the Exchange Act, and Rule 1 Ob-5 promulgated thereunder. The claims against us of 
violation of Rule lob-5 have been dismissed with the plaintiffs having the right to re-plead. On February 15, 
2005, the District Court issued an Order preliminarily approving a settlement agreement among class plaintiffs, 
all issuer defendants and their insurers, provided that the parties agree to a modification narrowing the scope 
of the bar order set forth in the settlement agreement. The parties agreed to a modification narrowing the 
scope of the bar order, and on August 31, 2005, the court issued an order preliminarily approving the 
settlement. On December 5, 2006, the United States Court of Appeals for the Second Circuit overturned the 
District Court's certification of the class of plaintiffs who are pursuing the claims that would be settled in the 
settlement against the underwriter defendants. Plaintiffs filed a Petition for Rehearing and Rehearing En Banc 
with the Second Circuit on January 5, 2007 in response to the Second Circuit's decision, and have informed 
the District Court that they would like to be heard by the District COW as to whether the settlement may still be 
approved even if the decision of the Court of Appeals is not reversed. The District Court indicated that it would 
defer consideration of final approval of the settlement pending plaintiffs' request for further appellate review. 
We intend to continue to defend the lawsuit until the settlement has received final approval or the matter is 
resolved otherwise. More than 300 other companies have been named in nearly identical lawsuits that have 
been filed by some of the same law firms that represent the plaintiffs in the lawsuit against us, and we believe 
that the majority of those companies will participate in the same settlement if approved. 

(now Sybase 365, a subsidiary of Sybase Inc.) and WiderThan Americas for patent infringement related to 
U.S. patent No. 6,985,748, Inter-Carrier Short Messaging Service Providing Phone Number Only Experience, 
issued to the Company. We resolved the matter with regard to WiderThan Americas, and during the second 
quarter of 2007 we received a favorable jury decision that Sybase 365 infringed the claims of our patent. The 
jury awarded us a one-time monetary payment in excess of $10 million for past damages and a 12% royalty. 
The jury also found Sybase 365's infringement willful and upheld the validity of the patent. The jury's findings 
remain subject to post trial motions. After the judge rules on the post trial motions, either side may appeal to 
the US Court of Appeals for the Federal Circuit. There can be no assurances to what extent the matter will 
continue to be successful, if at all. Additionally, we could be subject to counter claims. 

In October 2006, two former shareholders of Xypoint Corporation sued the former officers and directors of 
that corporation for breach of fiduciary duty and violation of certain Washington state securities and consumer 
protection acts when they approved, and recommended that shareholders approve, the merger of Xypoint into 
TeleCommunication Systems, Inc. The plaintiffs request unspecified damages. The merger agreement from 
2001 provided that we would indemnify the officers and directors of Xypoint for a period of six years after the 
merger (ending January 2007) for their actions in approving the merger. In December 2006, the complaint was 
amended to include TCS and Windward Acquisition Corporation (our acquisition subsidiary), an extinguished 
corporation, as defendant. On May 7 ,  2007, the Honorable Jeffrey M. Ramsdell of the King County Superior 
Court (Washington) 

In addition to the leased office space, we own a 7-acre teleport facility in Manassas, Virginia, and lease 

In November 2001, a shareholder class action lawsuit was filed against us, certain of our current officers 

On July 12, 2006, we filed suit in the US District Court for the Eastern District of Virginia against Mobile 365 

25 

Source: TELECOMMUNICATION SY, 10-K, March 05,2008 



entered an order dismissing the complaint, with prejudice. On October 19, 2007, the plaintiffs filed an appeal of 
the dismissal order with the Washington Court of Appeals. The briefing on plaintiff’s appeal is completed, but 
no date has been set for the appeal hearing. We intend to continue to defend the lawsuit vigorously. We have 
purchased Directors and Officers insurance policies to cover claims against the former officers and directors of 
Xypoint and us, and believe that one or more of those insurance policies may cover some or all of the costs of 
this lawsuit. On January 4, 2008, we filed suit in the King County Superior Court (Washington) against Great 
American Insurance Company for the costs we have incurred in defending the suit and any potential 
settlement or judgment. There can be no assurances that the outcome will be favorable to us or that the 
insurance policies will be sufficient to cover the costs incurred or any settlement or judgment that may result. 

proceedings. However, we may from time to time become a party to various legal proceedings arising in the 
ordinary course of our business. 

Item 4Submission of Matters to a Vote of Securitv Holders 

Other than the items discussed immediately above, we are not currently subject to any other material legal 

None. 

Part I I  

Item 5Market for Resistrant’s Common Eauitv, Related Stockholder Matters and Issuer Purchases of 

Our Class A Common Stock has been traded on the NASDAQ Global Market under the symbol “TSYS” 
since our initial public offering on August 8, 2000. The following table sets forth, for the periods indicated, the 
high and low closing prices for our Class A Common Stock as reported on the NASDAQ Global Market: 

High Low 

Esuitv Securities 

-ough February 25, 2008) 

$ 3.58 $ 2.66 

As of February 5, 2008, there were approximately 295 holders of record of our Class A Common Stock, and 
there were 8 holders of record of our Class BCommon Stock. 

Dividend Policy 

We have never declared or paid cash dividends on our common stock. We currently intend to retain any 
future earnings to fund the development, growth and operation of our business. Additionally, under the terms of 
our loan arrangements, our lender’s prior written consent is required to pay cash dividends on our common 
stock. We do not currently anticipate paying any cash dividends on our common stock in the foreseeable 
future. 

Change in Securities and Use of Proceeds 

On January 13, 2004, we closed on $21 million of financing with two accredited institutional investors, 
which included a subordinated convertible debenture with stated principal of $1 5 million, bearing interest at a 
stated rate of 3% per annum and due in lump sum on January 13, 2009 (the “Debenture”), 1,364,288 newly 
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issued shares of Class A Common Stock and warrants to purchase 341,072 shares of Class A Common Stock 
at a strike price of $6.50 expiring in January 2007. The proceeds were used for acquisition of an Enterprise 
division from Aether Systems, Inc. (“Enterprise Acquisition”) The Debenture provided for an original conversion 
price of $5.38 per share, subject to adjustment. The Debenture was converted into shares of Class A 
Commons Stock in December 2004. The warrants issued in the January 2004 financing described above 
contained provisions requiring an adjustment in both the warrant price and the number of warrants outstanding 
as a consequence of the issuance of the new warrants in March 2006. Consequently, the warrants from 2004 
were adjusted to a purchase price of $2.50 per share and the total number of January 2004 warrants 
outstanding was adjusted to 886,787. In January 2007, the holders of the warrants issued in 2004 exercised 
those warrants and 886,787 shares were issued. 

On March 10, 2006, pursuant to a note purchase agreement dated the same date, we issued and sold to 
two institutional lenders (i) $10 million in aggregate principal amount of secured notes due March 10, 2009, 
which bore cash interest at the rate of 14% per annum, or non-cash interest, in the form of additional notes, at 
the rate of 16% per annum, at our option, and (ii) warrants to purchase an aggregate of 1.75 million shares of 
our Class A Common Stock at an exercise price of $2.40 per share. We received net cash proceeds of 
approximately $9.3 million from this transaction, which were used for general corporate purposes. 

were conducted as a private placement made to accredited investors in a transaction exempt from the 
registration requirements of the Securities Act. 

On June 25,2007, we refinanced the $10 million of secured notes with a five year bank term loan. The 
borrowing rate under the new term loan is the prime rate plus 0.25% per annum (7.5% at December 31, 
2007) and the loan is repayable in equal monthly installments of $0.2 million plus interest. The funds were 
used primarily to retire the March 2006 secured notes. 

in connection with these transactions have been registered under the Securities Act. 

Issuer Purchases of Equity Securities 

The consummation of the note purchase agreement and the issuance of notes and warrants thereunder 

With the exception of the notes and warrants issued in March 2006, all of the other securities issued by us 

None. 
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Stock Performance Graph 
The following graph compares the cumulative total shareholder return on the Company’s Class A Common 

Stock with the cumulative total return of the Nasdaq Global Market U.S. Index and a mobile data index 
prepared by the company of the following relevant publicly traded companies in the commercial and 
government sectors in which we operate: Openwave Systems, Inc.; Sybase, Inc.; Comverse Technology Inc.; 
Globecomm Systems Inc.; NCI Inc.; NeuStar, Inc.; Syniverse Holdings, Inc.; and ViaSat Inc. (the “New Peer 
Group”) 

The composition of the Mobile Data Index has been changed from last year (the “Old Peer Group”) as 
follows: Infospace, Inc. sold it‘s mobile services business to Motricity, Inc., in 2007; and Mapinfo Corp. was 
purchased by Pitney Bowes in 2007. Both companies were removed from the index. ViaSat Inc. was added to 
the remaining companies to comprise the ”New Peer Group” because its satellite services business is 
comparable to our Government Segment business. 

Group” may not be meaningful because there is no 2007 data available for companies which are no longer 
publicly traded and the data for the remaining companies in the “Old Peer Group” therefore may not be 
comparably balanced for 2007 when compared to prior years. 

This performance graph shall not be deemed “filed” for purposes of Section 18 of the Exchange Act, or 
incorporated by reference into any filing of the Company under the Securities Act or the Exchange Act, except 
as shall be expressly set forth by specific reference in such filing. The stock price performance shown on the 
graph below is not necessarily indicative of future price performance. 

The information provided is from January 1, 2001 through December 31, 2007. The graph for the “Old Peer 
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Jtem 6Selected Financial Dafa 

The table that follows presents portions of our consolidated financial statements. You should read the 
following selected financial data together with our audited Consolidated Financial Statements and related 
notes and with “Management’s Discussion and Analysis of Financial Condition and Results of Operations’’ and 
the more complete financial information included elsewhere in this Form 10-K. We have derived the statement 
of operations data for the years ended December 31, 2007, 2006, and 2005 and the balance sheet data as of 
December 31, 2007 and 2006 from our consolidated financial statements which have been audited by Ernst & 
Young LLP, independent registered public accounting firm, and which are included in Item 15 of this 
Form 10-K. We have derived the statement of operations data for the years ended December 31, 2004 and 
2003 and the balance sheet data as of December 31, 2005,2004, and 2003, from our audited financial 
statements which are not included in this Form 10-K. The historical results presented below are not necssarily 
indicative of the results to be expected for any future fiscal year. See “Management’s Discussion and Analysis 
of Financial Condition and Results of Operations.”As a result of implementation of SFAS 123(R), our non-cash 
stock compensation expense has been allocated to direct cost of revenue, research and development 
expense, sales and marketing expense, and general and admintstrative expense in our continuing operations 
as well as discontinued operations as detailed in Note 2 to the audited Consolidated Financial Statements 
presented elsewhere in this Annual Report on Form 10-K. 

Year Ended December 31, 
2007 2006 2005 2004 2003 

(in millions, except share and per share data) 
Statement of Operations Data: 
Revenue 

Services $ 88.1 $ 88.4 $ 75.0 $ 60.2 $ 51.6 
Systems 56.1 36.6 27.2 36.7 40.5 

Total revenue 144.2 124.9 102.2 96.9 92.1 
Direct cost of services revenue 52.2 52.5 39.2 30.9 28.0 
Direct cost of systems revenue 37.9 17.9 17.7 21.2 32.3 

Total direct cost of revenue 90.1 70.4 56.9 52.1 60.2 
Services gross profit 35.9 35.8 35.8 29.3 23.6 
Systems gross profit 18.2 18.7 9.5 15.5 8.2 

Total gross profit 54.1 54.5 45.2 44.8 31.8 
Research and development expense 13.1 12.6 13.9 18.1 

General and administrative 19.3 17.0 1 15.0 
Depreciation and amortization 

Amortization of goodwill and other 

Sales and marketing expense 11.9 11.7 10.5 9.0 

property and equipment 6.2 8.0 7.4 

intangible assets 0.1 
Total operating costs and expenses 50.6 

Income (loss) from operations 3.5 
Interest expense (1.8) 

write-off in 2007 (3.2) 
Debt conversion expense - 

Amortization of debt discoun 
issuance expenses, including $2,458 

Other (expense)/income, net 0.5 

Loss from discontinued operations per 

0.1 
49.3 
5.2 

(1.8) 

2.0 
(23.7) 

2 (21.7) 

$ 0.05 

(0.60) 
$ (0.55) 

$ 0.05 

share (0.01) (0.59) 

thousands) 41,453 39,430 

40,166 
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0.5 0.1 - 
48.2 49.6 45.7 
(3.0) (4.8) (13.9) 
(0.7) (3.2) (1.1) 

- - 
- (0.5) 

2 1 )  

(4.3) 

(7.9) - 
1.5 - 

(1 5.9) (13.5) 
- 17.2) (2.6) 

9 (11.5) $ ( 18.5) $ (13.5) 

$ (0.11) $ (0.48) $ (0.45) 

(0.19) (0.08) - 
!$ (0.30) $ (0.56) 3 (0.45) 

38,823 33,381 29,796 
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As of December 31, 
2007 2006 2005 2004 2003 

(in millions) 
----- 

Total liabilities 
Total stockholders' equity 44.0 35.1 49.1 59.5 36.9 

Item 7Manaaement's Discussion and Analvsis of Financial Condition and Results of Ooerations 

Critical Accounting Policies and Estimates 

Management's Discussion and Analysis of Financial Condition and Results of Operations addresses our 
consolidated financial statements, which have been prepared in accordance with U.S. generally accepted 
accounting principles. The preparation of these financial statements requires management to make estimates 
and assumptions that affect the reported amounts of assets and liabilities at the date of the financial 
statements and the reported amounts of revenues and expenses during the reporting period. On an on-going 
basis, management evaluates its estimates and judgments. Our most significant estimates relate to accounting 
for our percentage-of-completion and proportional performance contracts, accounts receivable reserves, 
inventory value, evaluating goodwill for impairment, the realizability and remaining useful lives of long-lived 
assets, and contingent liabilities. Management bases its estimates and judgments on historical experience and 
on various other factors that are believed to be reasonable under the circumstances, the results of which form 
the basis for making judgments about the carrying value of assets and liabilities that are not readily apparent 
from other sources. Actual results may differ from these estimates under different assumptions or conditions. 

We identified our most critical accounting policies to be those related to revenue recognition for our 
contracts with multiple elements, revenue recognition for our contracts accounted for using the 
percentage-of-completion and proportional performance methods, capitalized software development costs, 
acquired intangible assets, goodwill impairment, stock compensation expense, and income taxes. We describe 
these accounting policies in relevant sections of this discussion and analysis. This discussion and analysis 
should be read in conjunction with our consolidated financial statements and related notes included elsewhere 
in this report. 

Overview and Recent Developments 

We operate two business segments: (i) our Commercial Segment, which consists principally of enhanced 
communication services to and from wireless phones, location application software, our E9-1-1 application and 
other hosted services for wireless carriers and Voice Over I'P service providers, and (ii) our Government 
Segment, which includes the design, development and deployment of information processing and 
communication systems and related services to government agencies. 

of our Commercial Segment. As of December 31, 2005, as a result of management's strategic decision to 
focus on our carrier and government markets, we committed to a plan to sell the Enterprise division. Two of the 
units were subscriber businesses, which sold BlackBerryB services and provided real-time financial market 
data to wireless device users under annual subscriber contracts in the U.S. and Europe, and a wireless data 
solutions for mobile asset management business. The two subscriber business units were sold effective 
January 1, 2007 to two different buyers, as more fully described in Note 2 - Enterprise Assets-Discontinued 
Operations to the Consolidated Financial Statements presented elsewhere in this Annual Report on 
Form 10-K. The third unit was sold in May 2007. Accordingly, the assets, liabilities, and results of operations 
for the Enterprise assets have been classified as discontinued operations for all periods presented in the 
Consolidated Financial Statements included elsewhere in this Annual Report on Form IO-K. 

During 2005 and 2004, we operated three business units comprising an Enterprise division which was part 
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This Management’s Discussion and Analysis of Financial Condition and Results of Operations provides 
information that our management believes to be necessary to achieve a clear understanding of our financial 
statements and results of operations. 

Our management monitors and analyzes a number of performance indicators in order to manage our 
business and evaluate our financial and operating performance. Those indicators include: 

Revenue and gross profif. We derive revenue from the sales of systems and services including recurring 
monthly service and subscriber fees, software licenses and related service fees for the design, 
development, and deployment of software and communication systems, and products and services 
derived from the delivery of information processing and communication systems to governmental 

Gross profit represents revenue minus direct cost of revenue, including certain non-cash expenses. The 
major items comprising our cost of revenue are compensation and benefits, third-party hardware and 
software, amortization of software development costs, non-cash stock-based compensation, and 
overhead expenses. The costs of hardware and third-party software are primarily associated with the 
delivery of systems, and fluctuate from period to period as a result of the relative volume, mix of projects, 
level of service support required and the complexity of customized products and services delivered. 
Amortization of software development costs, including acquired technology, is associated with the 
recognition of systems revenue from our Commercial Segment. 

Operating expenses. Our operating expenses are primarily compensation and benefits, professional fees, 
facility costs, marketing and sales-related expenses, and travel costs as well as certain non-cash 
expenses such as non-cash stock compensation expense, depreciation and amortization of property and 
equipment, and amortization of acquired intangible assets. 

Liquidify and cash flows. The primary driver of our cash flows is the results of our operations. Important 
other sources of our liquidity have been cash raised from our 2007 debt refinancing as described below 
under “Liquidity and Capital Resources”, borrowings under our bank credit agreement, and lease 
financings secured for the purchase of equipment. 

outstanding as important indicators of our financial health. 

agencies. > 

Balance sheet. We view cash, working capital, and accounts receivable balances and days revenues 
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Results of Operations 

Revenue and Cost of Revenue 

For information regarding the results of the Enterprise assets, see Disconfinued operations - Enterprise 
assets below. 

The following discussion addresses the revenue and cost of revenue for the two segments of our business. 

Commercial Segment: 
2007 vs. 2006 vs. 

2006- 2005 
2007 2006 $ % 2005 $ % - -- - - --  J$ in millions) 

Services revenue 
Systems revenue 

Direct cost of systems 
Total Commercial S 

revenue 
Services gross profit 

- -  
Segment gross profit as a percent of 

revenue 54% 52% 52% 
~ 

* See discussion of segment reporting in Note 20 to the audited Consolidated Financial Statements presented 
elsewhere in this Annual Report on Form IO-K. (NM = Not meaningful) 

Commercial Services Revenue and Cost of Revenue: 

Our hosted offerings include our E9-1-1 service for wireless and Voice Over IP service providers, hosted 
Position Determining Entity (PDE) service, and hosted Location Based Service (LBS) applications. Revenue 
from these offerings primarily consists of monthly recurring service fees and is recognized in the month 
earned. E9-1-1, PDE, VolP and hosted LBS service fees are priced based on units served during the period, 
such as the number of customer cell sites served, the number of connections to Public Service Answering 
Points (PSAPs), or the number of customer subscribers served. In 2006, we expedited deployment of 
connections to PSAPs for VolP and E9-1-1 service, and continued to increase the number of carriers and 
carrier billable units served. In addition, we increased revenue from our VolP E9-1-1 and hosted LBS recurring 
services primarily due to new service contracts signed in mid-2005. These increases were partially offset by 
decreases in the average fee received per unit under pricing arrangements with some customers and the loss 
of a mid-tier wireless carrier customer during the third quarter of 2006. Subscriber service revenue is 
generated by client software applications for wireless subscribers such as Rand McNallyQ Traffic. Maintenance 
fees on our systems and software licenses are collected in advance and recognized ratably over the 
maintenance period. Unrecognized maintenance fees are included in deferred revenue. Custom software 
development, implementation and maintenance services may be provided under time and materials or 
fixed-fee contracts. 

average fees received per unit under pricing arrangements with some wireless E9-1-1 customers, and the loss 
of a mid-tier carrier customer in the third quarter of 2006 offset increased maintenance revenue on our 
installed software base. The 10% increase in 2006 over 2005 was due to increases in maintenance revenue 
from our installed base of commercial systems, along with an increase in revenue from E9-1-1 services to 
Voice over IP service providers, which more than offset a small decrease in revenue from E9-1-1 services to 
wireless carrier customers. 

Overall, commercial services revenue decreased 2% in 2007 from 2006, as the effect of decreases in 
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- 
I he direct cost of our services revenue consists primarily of network access, data feed and circuit costs, 

compensation and benefits, equipment and software maintenance. The direct cost of maintenance revenue 
consists primarily of compensation and benefits expense. For the year ended December 31, 2007, the direct 
cost of services revenue decreased 6%. During 2007, we incurred less labor and direct costs related to custom 
development efforts and deployment requirements of VolP E9-1-1 infrastructure. For the year ended 
December 31, 2006, the direct cost of services revenue increased 21%, principally because we increased 
labor and direct costs related to custom development efforts responding to customer requests and deployment 
requirements for VolP. While we increased the number of cell sites, subscribers and public safety answering 
points (PSAPs) served, our overall circuit and data access costs were relatively consistent year to year. For 
2007, the cost of circuit and other data access costs accounted for approximately 15% of total direct costs of 
hosted, subscriber, and maintenance revenues. The cost of circuit and other data access costs accounted for 
approximately 11% and 13% of the total direct costs of our commercial hosted, subscriber, and maintenance 
revenues for 2006 and 2005 respectively. Also, $1.1 million, $0.8 million, and nil of non-cash stock 
compensation cost is included in the direct cost of commercial services revenue in 2007, 2006, and 2005 
respectively. 

Commercial services gross profit in 2007 was 4% higher than 2006 based on improved operating 
efficiencies. Commercial services gross profit in,2006 was about equal to that in 2005 ($28.3 million), as a 
slightly lower average margin offset the effect of 10% higher revenue. 

Commercial Systems Revenue and Cost of Revenue 

We sell communications systems for enhanced services, including messaging and location-based services, 
to wireless carriers. These systems are designed to incorporate our licensed software. We design our software 
to ensure that it is compliant with all applicable standards, including the GSM/UMTS standards for 
location-based wireless services that were established in 2005 and, as such, we believe our software is 
positioned for early adoption by carriers. 

Licensing fees for our carrier software are generally a function of its volume of usage in our customer’s 
networks. As a carrier’s subscriber base or usage increases, the carrier must purchase additional capacity 
under its license agreement and we receive additional revenue. Systems revenues typically contain multiple 
elements, which may include the product license, installation, integration, and hardware. The total arrangement 
fee is allocated among each element based on vendor-specific objective evidence of the relative fair value of 
each of the elements. Fair value is generally determined based on the price charged when the element is sold 
separately. In the absence of evidence of fair value of a delivgred element, revenue is allocated first to the 
undelivered elements based on fair value and the residual revenue to the delivered elements. The software 
licenses are generally perpetual licenses for a specified volume of usage, along with the purchase of annual 
maintenance at a specified rate. We recognize license fee revenue when each of the following has occurred: 
(1) evidence of an arrangement is in place; (2) we have delivered the software; (3) the fee is fixed or 
determinable; and (4) collection of the fee is probable. Software projects that require significant customization 
are accounted for under the percentage-of-completion method. We measure progress to completion using 
costs incurred compared to estimated total costs or labor costs incurred compared to estimated total labor 
costs for contracts that have a significant component of third-party materials costs. We recognize estimated 
losses under long-term contracts in their entirety upon discovery. If we did not accurately estimate total costs 
to complete a contract or do not manage our contracts within the planned budget, then future margins may be 
negatively affected or losses on existing contracts may need to be recognized.-Software license fees billed and 
not recognized as revenue are included in deferred revenue. We may also realize license revenue as a result 
of infringement claims that we make in enforcing our patents. In 2006, we reached a settlement on a patent 
infringement case and won a jury award of more than $10 million in another infringement case; no revenue has 
been recognized on the second case pending post trial motions, appeals, and potential settlement. 

Systems revenue in 2007 was 4% lower than in 2006 due mainly to lower sales of text messaging capacity. 
Systems revenue in 2006 was 47% higher than in 2005, mainly as a result of higher messaging and location 
system license sales. The direct cost of commercial systems consists primarily of compensation, benefits, 
purchased equipment, third-party software, travel expenses, and consulting fees as well as the amortization of 
both acquired and capitalized software development costs for all reported periods. The direct cost of the 
license 
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component of systems is normally very low, and the gross profit very high since the software development 
efforts were expensed or capitalized in prior periods. The direct costs of systems includes amortization of 
software development costs of $1.5 million, $1.3 million, and $0.8 million, respectively, in 2007, 2006, and 
2005. 

Our commercial systems gross profit was $11.5 million in 2007, a 4% or $0.5 million decrease from 2006. 
Commercial systems gross profit was $12.0 million in 2006, more than double the $6.0 million in 2005. 
Systems gross margins are higher in periods when systems revenue includes a higher proportion of software 
licenses relative to third party system components and integration labor, as was the case in 2006. The lower 
revenue and related gross profit in 2005 was due to later than expected implementation of location-based 
service technology by wireless carriers. 

Government Segment: 
2007 vs. 2006 vs. 

2006 2005 
2007 2006 $ - % 2005 $ Yo - - -  - _ I _ _  

j$ in millions) 

Services gross profit 

$ 13.2 $ 14.2 3 (1 0) 7% 
Segment gross profit as a percent 

of revenue 19% 30% 30% 

* See discussion of segment reporting in Note 20 to the audited Consolidated Financial Statements presented 
elsewhere in this Annual Repoi? on Form IO-K. 

We provide government products and services under long-term contracts. We recognize contract revenue 
as billable costs are incurred and for fixed-price product delivery contracts using the percentage-of-completion 
method or proportional performance method, measured by either total labor costs or total costs incurred 
compared to total estimated labor costs or total costs to be incurred. We recognize estimated losses on 
contracts in their entirety upon discovery. If we did not accurately estimate total labor costs or total costs to 
complete a contract or do not manage our contracts within the planned budget, then our future margins may be 
negatively affected or losses on existing contracts may need to be recognized. Under our contracts with the 
U.S. government, contract costs, including the allocated indirect expenses, are subject to audit and adjustment 
by the Defense Contract Audit Agency (DCAA). Since the company’s inception, no significant adjustment has 
resulted from a DCAA audit. We record revenue under these contracts at estimated net realizable amounts. 

revenue. For 2006, Government Segment revenue increased 32% reflecting increases in both services and 
systems revenue. During the third quarter of 2006, we were one of six vendors selected by the U.S. Army to 
provide secure satellite services and systems under a five year contract vehicle, with a possible maximum 
value of up to $5 billion for the six vendors. This new Worldwide Satellite Services contract vehicle is expected 
to contribute to significant government systems sales growth over the next five years. The company’s 
Government Segment has been awarded participation as a prime or sub-contractor to provide similar 
satellite-based technology under several other contract vehicles. For the year ended December 31, 2007, the 
company was awarded 10 contracts under the WWSS vehicle with a total contract value of $107.5 million, of 
which $28.3 million was fulfilled resulting in 2007 revenue. The total backlog for this vehicle was $79.2 million 
of which $10.9 million was funded. 

For 2007, Government Segment revenue increased 44% reflecting increases in both services and systems 
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1 
Government Services Revenue and Cost of Revenue: 

Government services revenue primarily consists of communications engineering, program management, 
help desk outsource, network design and management for government agencies. Our Government Segment 
also operates teleport facilities for data connectivity via satellite. Most such services are delivered under time 
and materials contracts. 

Government services revenue increased to $29.3 million in 2007 from $28.6 million in 2006 and 
$20.8 million in 2005. These increases in 2007 and 2006 were generated by new and expanded-scope 
contracts resulting from increased sales emphasis on communications and information technology service 
work, and increased revenue generated from satellite airtime services using our teleport facilities and in some 
cases associated with our systems sales. Continuing growth is. expected from higher usage of our teleport 
related services and continuing incremental additions of technical outsource service personnel. Also, we offer 
basic and extended maintenance contracts on our systems. These maintenance fees are collected in advance 
and recognized ratably over the maintenance periods. 

delivering these services, and these costs increased as a result of the increased services volume in 2007 and 
2006. Also, as a result of the implementation of SFAS 123(R), $0.7 million in 2007, $0.5 million in 2006, and nil 
in 2005 of non-cash stock compensation cost is included in the direct cost of revenue. 

Our gross profit from government services decreased to $6.5 million 2007, from $7.5 million in 2006, and 
$7.4 million in 2005. Despite higher revenue, gross profit declined due to the lower average margins as a result 
of tighter average pricing in 2007, and due to competition for the contracts as they were renewed or newly 
won. During 2005, our government services contract mix included some work with unusually favorable pricing, 
and similar contracts were not part of the revenue mix in 2006 and 2007. 

Government Sysfems Revenue and Cost of Revenue: 

Direct cost of government service revenue consists of compensation, benefits and travel incurred in 

We generate government systems revenue from the design, development, assembly and deployment of 
information processing and communication systems, primarily deployable communications systems, which are 
largely variations on our SwiftLinkB product line, and integration of those systems into customer networks. 
Swiftlinks systems are secure, deployable communications systems, sold mainly to units of the 
U.S. Departments of Defense, State, and Justice, as well as to other agencies. We recognize contract revenue 
as billable costs are incurred, and for fixed-price product delivery contracts using the percentage-of-completion 
method or proportional performance method, measured by either total labor costs, total costs incurred or units 
shipped compared to total estimated labor costs, costs incurred, or units as appropriate under the contract. We 
recognize estimated losses on contracts in their entirety upon discovery. 

Government systems sales increased to $39.6 million in 2007 from $19.3 million in 2006 and $15.5 million 
in 2005. The 2006 and 2007 variations in systems revenues were primarily due to increases in the volume of 
unit sales of our SwiftLinkB and deployable communications systems resulting from competitive wins, largely 
under the World Wide Satellite Systems Army procurement vehicle. 

The cost of our government systems revenue consists of compensation, benefits, travel, satellite "space 
segment" and airtime, costs related to purchased equipment components, and the costs of third-party 
contractors that we engage. These equipment and third-party costs are variable for our various types of 
products, and margins may fluctuate between periods based on the respective product mixes. 

$3.5 million in 2005 primarily due to higher volume. In 2007, the effect of lower margins was offset by an 
increase over 2006 volume. 

Our government systems gross profit was the same at $6.7 million in 2007 and 2006 and increased from 
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Operating Expenses: 

Research and Development Expense: 

2007 vs. 2006 vs. 
2006 2005 

2007 2006 $ 2005 $ Yo - - -  - - - -  l$ in millions) 

Research anddeveloprnent expense $ 13.1. $ 12.6 $ 0.5 4% $ 13.9 $ (1.3) (9)% 
Percent of revenue 9% 10% 14% 

proportionate share of fac es and corporate overhead. The costs of developing software products are 
expensed prior to establishing technological feasibility. Technological feasibility is established for our software 
products when a detailed program design is completed. We incur research and development costs to enhance 
existing packaged software products as well as to create new software products including software hosted in 
our network operations center. These ,costs primarily include compensation and benefits as well as costs 
associated with using third-party laboratory and testing resources. We expense such costs as they are 
incurred unless technological feasibility has been reached and we believe that the capitalized costs will be 
recoverable. 

The expenses we incur relate to software applications which are being marketed to new and existing 
customers on a global basis. Throughout 2007 and 2006, research and development was primarily focused on 
cellular and hosted location-based applications, including Voice over IP E9-1-1, enhancements to our hosted 
location-based applications and enhancements to our hosted location-based service platform and to our 
wireless text messaging software. Management continually assesses our spending on research and 
development to ensure resources are focused on products that are expected to achieve the highest level of 
success. In 2007, we capitalized $1.5 million of software development costs for certain software projects in 
accordance with the above policy. The capitalized costs relate to our software for wireless location-based 
services. These costs are being amortized on a product-by-product basis using the straight-line method over 
the products, estimated useful life, not longer than three years. Amortization is also computed using the ratio 
that current revenue for the product bears to the total of current and anticipated future revenue for that product 
(the revenue curve method). If this revenue curve method results in amortization greater than the amount 
computed using the straight-line method, amortization is recorded at that greater amount. Amortization of 
software development costs is recorded as a direct cost of revenue. We believe that these capitalized costs 
will be recoverable from future gross profits generated by these products. Prior to the second quarter of 2005, 
our estimates did not sufficiently demonstrate future realizability of our software development costs expended 
on such products; and accordingly, all such costs were expensed as incurred. 

company personnel assigned to software development work during 2007 than in 2006. The 9% decrease in 
research and development costs in 2006 as compared to 2005 is mainly due to fewer company personnel 
assigned to software development work. Also, due to the implementation of SFAS 123(R), we included 
$0.9 million, $0.6 million, and nil of non-cash stock compensation costs in research and development costs in 
2007, 2006, and 2005 respectively. 

Our research and development expenditures have yielded more than 50 patents, primarily for wireless 
messaging and location technology, and approximately 190 pending patent applications. We believe that the 
intellectual property represented by these patents is a valuable asset that will contribute positively to our 
results of operations in 2008 and beyond. 

Sales and Marketing Expense: 

Our research and development expense consists of compensation, benefits, travel costs, and a 

Research and development expense increased 4% in 2007 from 2006. This increase is mainly due to more 

I! 

2007 vs. 2006 vs. 
2006 2005 

2007 2006 $ 2005 $ % % - - -  - - - -  j$ in millions) 

Sales and marketing expense $ 11.9 $ 11.7 $ 0.2 2% $ 10.5 $ 1.2 11% 
Percent of revenue 8% 9% 10% 
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Our sales and marketing expense includes'compensation and benefits, trade show expenses, travel costs, 
advertising and pubiic relations costs as well as a proportionate share of facility-related costs which are 
expensed as incurred. Our marketing efforts also include speaking engagements, and attending and 
sponsoring industry conferences. We sell our software products and services through our direct sales force 
and through indirect channels. We also leverage our relationships with original equipment manufacturers to 
market our software products to wireless carrier customers. We sell our products and services to agencies and 
departments of the U.S. government primarily through direct sales professionals. Sales and marketing costs 
increased 2% and 11% in 2007 and 2006 respectively, primarily as a result of adding additional Government 
Segment sales pe'rsonnel, and increased public relations fees. This was offset by reductions in senior sales 
and marketing executive staff costs. 

General and Administrative Expense: 
2007 vs. 2006 2006 vs. 2005 

i$ in millions) 2007 2006 d % 2005 $ % - - -  - - - -  
General and administrative expense $ 19.3 $ 17.0 $ 2.3 14% $ 15.0 $ 2.0 13% 
Percent of revenue 13% 14% 15% 

General and administrative expense consists primarily of costs associated with management, finance, 
human resources and internal information systems. These costs include compensation, benefits, professional 
fees, travel, and a proportionate share of rent, utilities and other facilities costs which are expensed as 
incurred. The increases in both 2007 and 2006 were primarily attributable to higher legal and advisory fees 
associated with intellectual property related activity. G&A expense included $0.8, $0.7, and $0.7 million of 
non-cash stock compensation 2007, 2006, and 2005, respectively. 

Depreciafion and Amortization of Property and Equipment: 

I$ in millions) 2007 2006 
Depreciation and amortization of property 

Average gross cost of property and 

-- 
and equipment $ 6.2 $ 8.0 

equipment $ 50.3 $ 52.0 

2007 vs. 2006 2006 vs. 2005 
$ % 2005 $ % - - -  - -  

$ (1.8) (23)% $ 8.6 $ (0.6) 7% 

$ (1.7) @)%I $ 47.4 $ 4.6 10% 

Depreciation and amortization of property and equipment represents the period costs associated with our 
investment in information technology and telecommunications equipment, software, furniture and fixtures, and 
leasehold improvements. We compute depreciation and amortization using the straight-line method over the 
estimated useful lives of the assets. The estimated useful life of an asset generally ranges from five years for 
furniture, fixtures, and leasehold improvements to three years for most other types of assets including 
computers, software, telephone equipment and vehicles. Our depreciable asset base has decreased as a 
result of assets purchased in previous years becoming fully depreciated. In the second quarter of 2006, a 
review of experience with equipment and software used in our service bureau operations, led us to adjust their 
average asset lives from three years to four years on a prospective basis. Depreciation expense in 2006 was 
$0.4 million less than it would have been if the shorter lives had been used. 

Amortization of Acquired intangible Assets: 

2007 vs. 2006 vs. 
2006 2005 

I$ in millions) 2007 2006 $ % 2005 $ % - - - - - - -  
Amortization of acquired intangible assets $ 0.1 $ 0.1 $ - NM $ 0.2 $ (0.1) (50%) 

The acquired intangible assets associated with the Kivera Acquisition are being amortized over their useful 
lives of between three and nineteen years. The expense recognized in 2007, 2006, and 2005 relates to the 
intangible assets acquired in this acquisition, including customer lists, customer contracts, trademarks, and 
patents. 
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Interest Expense: 

2007 vs 2006 vs. 
2006 2005 

2007 2006 $ % 2005 $ % - - -  - - - -  I$ in millions) 

.6 $ 1.5 $ 0.1 
Interest expense incurred on capital 

Amortization of deferred financing fees 0.3 0.4 
Amortization of debt discount 0.5 1 .o 
Write-off of Unamortized debt dis 

and debt issuance expenses 2.4 - 
Less: capitalized interest (0.1) (0.1) 

lease obligations 0.2 0.3 (0 1) (33)% 0.3 - NM 

Total Interest and Financing Expense 8 4.9 $ 3.1 $ 1.8 - _ _ -  

Interest expense is incurred under notes payable, an equipment loan, a line of credit, and capital lease 
obligations. Interest on notes, is primarily at stated interest rates of between 7.75% and 10.35% and line of 
credit borrowing is at the bank’s prime rate, which was 7.25% as of December 31, 2007. 

our principal bank. The borrowing rate under the new term loan is the prime rate plus 0.25% per annum (7.5% 
at December 31, 2007) and the loan is repayable in equal monthly installments of $0.2 million plus interest. 
The funds were used primarily to retire the March 2006 secured notes. This refinancing resulted in the 
$2.4 million write-off of unamortized debt discount and debt issuance expenses in the second quarter of 2007. 

In March 2006, we issued $10 million of secured notes, with cash interest at the rate of 14% per annum, 
along with warrants to purchase an aggregate of I .75 million shares of our Class A Common Stock at an 
exercise price of $2.40 per share (2006 Warrants). In December 2006, we borrowed $5 million under 3 year 
notes secured by accounts receivable of one customer. 

Our bank line of credit expires in June 2010, and our maximum line of credit is $22 million, subject to 
borrowing base limitations and working capital metrics. There were no borrowings outstanding under our line of 
credit at December 31, 2007. 

Cash interest expense on notes payable was slightly higher for the year ended December 31, 2007 than in 
2006 mainly due to the effect of the higher priced March 2006 debt while it was outstanding. The interest 
incurred on the March 2006 notes, partially offset by reduced average principal balances on our revolving 
credit and other notes payable, has caused our total interest expense to be higher in 2006 than it was in 2005. 

Deferred financing fees relate to the up-front expenditures at the time of contracting for notes payable and 
our revolving line of credit facility, which are being amortized over the term of the note or the life of the facility. 

The amortization of debt discount relates to the 2006 Warrants as well as adjustment to the terms of 
warrants issued in connection with 2004 financings. The value of the 2006 Warrants was estimated to be 
$2.9 million, determined using the Black-Scholes option-pricing model, which was recorded as a debt discount 
and additional paid-in capital in 2004. The value of the adjustments to the 2004 Warrants was estimated to be 
$0.6 million using the Black-Scholes option-pricing model, which was recorded as a debt discount and 
additional paid-in capital in the first quarter of 2006. The total debt discount at issuance was being amortized to 
interest expense over the three year life of the 2006 Notes, yielding an effective interest rate of 15.2%. 
Amortization expense in 2006 includes $1 .O million associated with the March 2006 notes. There was no 
comparable expense in 2005. 

Our capital lease obligations include interest at various amounts depending on the lease arrangement. Our 
interest under capital leases fluctuates depending on the amount of capital lease obligations in each year, and 
the interest under those leases, has remained relatively constant since 2006. The interest cost of capital lease 
financings was about the same in the years ending December 31, 2007,2006, and 2005. 

On June 25,2007, we refinanced the $10 million secured notes with a new five year term loan payable to 
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Deferred financing fees relate to the up-front payment of fees to secure our notes payable and our revolving 
line of credit facility. All other deferred financing fees are being amortized over the terms of the notes or, in the 
case of the amended line of credit, the life of the facility, which now expires in June 30, 2010. 

Our interest and financing expense increased in 2007 over 2006 due mainly to the write-off of the 
amortization of debt discount and financing fees associated with the refinancing of our March 2006 debt. Our 
interest and financing expense increased in 2006 over 2005 due mainly to the issuance of the 14% March 
2006 notes and 2006 Warrants. 

Other (Expense)/lncorne, Net: 

2007 vs. 2006 2006 vs. 2005 
@ in millions) 2007 2006 $ % 2005 $ % - - -  - - - -  

$ (0.1) $ - N M  
0.1 0.5 500% - -  

Total other (expense 9 - 0.5 100% $ (0.1) 0.1 100% 

Other (expense)/income, net consists of interest earned on investment accounts and foreign currency 
transIation/transaction gain or loss. We record the effects of foreign currency translation on our cash 
receivables and deferred revenues that are stated in currencies other than our functional currency. 

Income Taxes: 

Because we have incurred net losses since 1999, no provision for federal or state income taxes has been 
made for the years ended December 31, 2007, 2006 and 2005. As a result of uncertainties regarding the 
realizability of the related assets, we have recorded a full valuation allowance for our deferred tax assets in our 
audited Consolidated Financial Statements appearing elsewhere in this Annual Report on Form 70-K. Our net 
operating loss carryforwards from acquired businesses will begin to expire in 2011 and the net operating loss 
carryforwards from our operations will expire from 2019 through 2026. 

Discontinued Operations: 

In 2007, the Company sold its Enterprise division operations, which had previously been included in our 
Commercial Segment. The operations and cash flows of the business have been eliminated from those of 
continuing operations and the Company has no significant involvement in the operations since the disposal 
transactions. Accordingly, the assets, liabilities, and results of operations for the Enterprise assets have been 
classified as discontinued operations for all periods presented in the Consolidated Financial Statements 
included elsewhere in this Annual Report on Form 10-K in accordance with Statement of Financial Accounting 
Standards No. 144, Accounting for the Impairment or Disposal of Long-Lived Assets (Statement No. 144). 

Effective January 1, 2007, the Company sold two of its three Enterprise units to strategic buyers for 
common stock in the acquiring publicly traded companies and earn-out arrangements. The Mobile Finance 
unit, including its U.S. and European operations, was sold to Stockgroup Information Systems, Inc. for 
1.5 million shares of common stock. Assets of the Mobile Office unit, doing business as mobeo@, were 
acquired by MobilePro Corporation for 9 million shares of common stock. During May 2007, the last Enterprise 
unit was sold to TPAAcquisition Corporation for $4 million in cash of which $0.2 million is in escrow, a 
$1 million 18-month note, and $0.2 million in equity interest of this privately held company. 

I 
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The following table presents income statement data for the Enterprise division, currently reported as 
discontinued operations. The 2005 results were previously reported as part of the results of our Commercial 
Segment. 

2007 vs. 
2006 2006 vs. 2005 

2007 2006 $ % 2005 $ % - - -  ---- j$ in millions) 

$ 26 0 3 (20.4) (78)% -- 
4.5 $ (37) (82)% _ _ _ -  

99% 3 (7.2) $ (23.7) $ 23.4 ~- 
2006 vs. 2005 

j$ in millions) 2006 2005 $ % 

Services reve 

Direct cost of se 
Direct cost of syst 

Total Enterprise co 
Services gross profit 

ystems gross profit 
Total Enterprise gross profit 

12.6 9.9 3.0 30% and administrative expenses - -  ro) 
$ (23.7) $ (7.2) ~- 

Lower volume and resulting lower gross profit in 2006 from Enterprise operations resulted from losses of 
subscribers to next generation networks from data-only and pager networks, and new subscriptions to our 
offerings were fewer than churn from our old technology network offerings. Enterprise systems revenue and 
gross profit grew in 2006 due to larger project volume. We sustained development spending to preserve the 
then pending business sale, and incurred other expenses in 2006 in connection with European staffing 
reductions. In accordance with the relevant accounting literature, we ceased depreciation and amortization of 
the long-lived enterprise assets when they became classified as discontinued operations in 2005. In 2006, we 
recorded an impairment charge of $15.5 million to write-down the value of goodwill and other long lived assets 
to its estimated fair value. 

I 

Net Loss: 

j$ in millions) 

Net income 

2007 vs. 2006 2006 vs. 2005 
2007 2006 $ Yo 2005 $ % - -- ---- 

operations $ (1.0) $ 2.0 $ (3.0) (150)% 

Net loss 
Loss from d' (0.3) (23.7) 23.4 99% 

$ (1.3) $ (21.7) $ 20.4 94% -~ 
Net loss changes for each year are as a result of the discussions above. 
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Liquidity and Capital Resources 
The following table summarizes our comparative statements of cash flow: 

I$ in millions) 2007 2006 2005 - -- 
Net cash and cash equivalents provided by (used in). 

5.5 5.0 4.8 

(2.6) (2.8) (4.6) 

(4.1) (4.6) (6.6) 
(1.5) 11.8) (2.0) 

Investing activities for discontinued operations 4.0 (1.4) 
Net investing activities (0.1) (6.0) 

Financing activities: 
Payments on debt and leases (16.0) (13.6) 
Proceeds from/(finance fees related 

Proceeds from borrowings 10.0 16.0 
Proceeds from exercise of warrants 
Proceeds from employee option exercises 

ance of stock and 
(0.1) 
2.0 

debentures, net - 

2.2 
4.0 0.7 0.7 

(1.5) 

- - 
--- 

Net financing activities from continuing operations 0.2 1 6  (4.9) 
0.3 (0.1) Effect of exchange rates from discontinued Operations 

Change in cash and cash equivalents from continuing operations 5.2 10.1 (3.5) 
- 

Change in cash and cash equivalents from discontinued operations 0.4 (9.1) (5.4) 
Net change in cash and cash equivalents 
Days revenues outstanding in accounts receivable including unbilled 

$ 5.6 $ 1.0 

receivables 87 82 

- - 
CaDital resources: We have funded our operations, acquisitions, and capital expenditures primarily using 

June 2007 bank term loan borrowing of $10 million to refinance March 2006 secured notes, at lower 
coupon rate. 

March 2006 issuance of secured notes and warrants (described below) which generated net cash 
proceeds of approximately $9.3 million. 

0 December 2006 issuance of a $5 million note for a term of three years secured by accounts receivable of 
a customer. 

Capital leases to fund fixed asset purchases. 

Sources and uses of cash: The company’s cash and cash equivalents balance was approximately 
$16 million at December 31, 2007, a $5.6 million increase from $10.4 million at December 31, 2006. 

Operations: Cash generated by continuing operations decreased to $9.1 million in 2007 from $13.0 million 
in 2006 and increased from $8.0 million in 2005 due to fluctuations in working capital. Discontinued operations 
used $3.6 million, $8.0 million, and $3.2 million in 2007, 2006 and 2005, respectively. The operations and cash 
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flows of the discontinued operations have been eliminated from those of continuing operations and the 
Company has no significant involvement in the operations since the disposal transaction. 

Investing activities: Fixed asset additions in 2007, 2006, and 2005 were $2.6, $2.8, and $4.6 million 
respectively. Also, investments were made in development of carrier software for resale which had reached the 
stage of development calling for capitalization, in the amounts approximately $2.0 million each year. 
Discontinued operations generated $4 million from the sale of assets in 2007. Investments were made during 
2005 and 2006 in discontinued operations primarily for enhancements to the core software for resale by the 
mobile asset management unit. 

Financing activities: On June 25, 2007, we refinanced $10 million of secured notes with a five year bank 
term loan. The borrowing rate under the new term loan was prime plus 0.25% per annum (7.5% at 
December 31, 2007) and the loan is repayable in equal monthly installments of $0.2 million plus interest. The 
funds were used primarily to retire the March 2006 secured notes. In March 2006, we issued (i) $10 million of 
secured notes due March 10, 2009, with cash interest at 14% per annum, and (ii) warrants to purchase an 
aggregate of 1.75 million shares of our Class A Common Stock at an exercise price of $2.40 per share. Also, 
some warrants that we had previously issued in 2004 contained provisions which required an adjustment in 
both the warrant price and the number of warrants outstanding as a consequence of the issuance of 2006 
Warrants. The resulting carrying value of the debt at issuance was $6.5 million, net of the original discount of 
$3.5 million which was amortized to interest expense over its three-year term using the effective interest 
method, yielding an effective interest rate of 15.2%. The remaining unamortized debt discount and deferred 
debt issuance expenses of $2.4 million were written off in the second quarter of 2007 as a result of early 
retirement of the March 2006 note. 

We have a $22 million revolving credit line with our principal bank through June 2010. Upon amendment of 
our agreement with the bank in the second quarter of 2007, the borrowing rate was reduced to the bank's 
prime rate, which was 7.25% per annum at December 31, 2007. Borrowings at any time are limited based 
mainly on accounts receivable levels and a working capital ratio, each as defined in the amended line of credit 
agreement. The line of credit available is also reduced by the amount of letters of credit outstanding, which 
was $2.9 million at December 31, 2007. As of December 31, 2007, we had no borrowings outstanding under 
our bank line of credit and had approximately $11 million of unused borrowing availability under the line. 

quick ratio and a minimum liquidity ratio; as well as other restrictive covenants including, among others, 
restrictions on our ability to merge, acquire assets above prescribed thresholds, undertake actions outside the 
ordinary course of our business (including the incurrence of indebtedness), guarantee debt, distribute 
dividends, and repurchase our stock, and minimum tangible net worth. The bank credit agreement also 
contains a subjective covenant that requires (i) no material adverse change in the business, operations, or 
financial condition of our Company occur, or (ii) no material impairment of the prospect of repayment of any 
portion of the bank credit agreement; or (iii) no material impairment of value or priority of the lenders security 
interests in the collateral of the bank credit agreement. If our performance does not result in compliance with 
any of our restrictive covenants, we would seek to further modify our financing arrangements, but there can be 
no assurance that the bank would not exercise its rights and remedies under its agreement with us, including 
declaring all outstanding debt due and payable. As of December 31, 2007, we were in compliance with the 
covenants related to our line of credit and term loan agreement and we believe that the Company will continue 
to comply with these covenants. 

On December 28, 2006, we issued a $5 million note for a term of three years, with cash interest at 10.35% 
per annum, secured by accounts receivable of one customer to an institutional lender. Scheduled payments for 
term debt, leases, and net reduction of our revolver borrowings totaled $16.0 million during 2007. 

During 2005, we made $6 million of scheduled payments under term debt and capital lease obligations 
while making a small net increase in borrowings under our line of credit. 

Our line of credit and term loan agreement contains covenants requiring us to maintain a minimum adjusted 
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Off-Balance Sheet Arrangements 

We had standby letters of credit totaling approximately $2.9 million at year-end 2007 and $3.8 million at 
year-end 2006 in support of processing credit card payments from our customers, as collateral with a vendor, 
and security for office space. 

Contractual Commitments 

As of December 31, 2007, our most significant commitments (including interest) consisted of long-term 
debt, obligations under capital leases and non-cancelable operating leases. We lease certain furniture and 
computer equipment under capital leases. We lease office space and equipment under non-cancelable 
operating leases. As of December 31, 2007 our commitments consisted of the following: 

j$ in millions) 2008 2009-2010 2011-2012 Beyond Total 
Notes payable $ 4.7 $ 6.8 $ 
Capital lease obligations 2.0 1.6 
Operating leases, primarily for office space 3.4 4 3  

5.2 3 0.9 3 28.9 - -  Total contractual commitments $ 10.1 $ 12.7 3 

Related Party Transactions 

In February 2003, we entered into an agreement with Annapolis Partners LLC to explore the opportunity of 
relocating our Annapolis offices to a planned new real estate development. Our President and Chief Executive 
Officer own a controlling voting and economic interest in Annapolis Partners LLC and he also serves as a 
member. The financial and many other terms of the agreement have not yet been established. The lease is 
subject to several contingencies and rights of termination. For example, the agreement can be terminated at 
the sole discretion of our Board of Directors if the terms and conditions of the development are unacceptable to 
us, including without limitation the circumstances that market conditions make the agreement not favorable to 
us or the overall cost is not in the best interest to us or our shareholders, or any legal or regulatory restrictions 
apply. Our Board of Directors will evaluate this opportunity along with alternatives that are or may become 
available in the relevant time periods and there is no assurance that we will enter into a definitive lease at this 
new development site. 

Item 7APualitative and Quantitative Disclosures about Market Risk 

Interest Rate Risk 

under "Item 7. Management's Discussion and Analysis of Financial Condition and Results of Operations - 
Liquidity and Capital Resources," we have a $22 million line of credit. A hypothetical 100 basis point adverse 
movement (increase) in the prime rate would have increased our interest expense for the year ended 
December 31, 2007 by approximately $0.1 million, resulting in no significant impact on our consolidated 
financial position, results of operations or cash flows. 

At December 31, 2007, we had cash and cash equivalents of $16.0 million. Cash and cash equivalents 
consisted of demand deposits and money market accounts that are interest rate sensitive. However, these 
investments have short maturities mitigating their sensitivity to interest rates. A hypothetical 100 basis point 
adverse movement (decrease) in interest rates would have increased our net loss for 2007 by approximately 
$0.1 million, resulting in no significant impact on our consolidated financial position, results of operations or 
cash flows. 

Foreign Currency Risk 
For the year ended December 31, 2007, we generated $5.6 million of revenue outside the U.S. A majority 

of our transactions generated outside the U.S. are denominated in U.S.  dollars and a change in exchange 
rates would not have a material impact on our Consolidated Financial Statements. As of December 31, 2007, 
we had 

We have limited exposure to financial market risks, including changes in interest rates. As discussed above 
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approximately $0.1 million in unbilled receivables that are denominated in foreign currencies and would be 
exposed to foreign currency exchange risk. As of December 31, 2007, we did not have billed accounts 
receivable that would expose us to foreign currency exchange risk. During 2007, our average receivables and 
deferred revenue subject to foreign currency exchange risk were $0.1 million and $0.6 million, respectively. We 
recorded transaction losses of less than $0.1 million on foreign currency denominated receivables and 
deferred revenue for the year ended December 31, 2007. 

ltem 8Financial Statements and Sup~lementarv Data 

page F-I. 

Bern 9Chanaes In and Disaoreements Wifh Accountants on Accountino and Financial Disclosure 

The financial statements listed in ltem 15 are included in this Annual Report on Form 10-K beginning on 

None. 

ltem 9AControls and Procedures 

Evaluation of Disclosure Controls and Procedures 

As of the end of the period covered by this Annual Report on Form 10-K, we carried out an evaluation, 
under the Supervision and with the participation of our management, including our Chief Executive Officer and 
Chief Financial Officer, of the effectiveness of the design and operation of our disclosure controls and 
procedures. There are inherent limitations to the effectiveness of any system of disclosure controls and 
procedures, including the possibility of human error and the circumvention or overriding of the controls and 
procedures. Accordingly, even effective disclosure controls and procedures can only provide reasonable 
assurance of achieving their control objectives. 

Based upon that evaluation, our Chief Executive Officer and Chief Financial Officer concluded that our 
disclosure controls and procedures (as defined in Rule 13a-I5(e) or 15d-I5(e) of the Exchange Act) were 
effective to provide reasonable assurance that information we are required to disclose in reports we file or 
submit under the Exchange Act is recorded, processed, summarized and reported within the time periods 
specified in the applicable rules and forms, and that it is accumulated and communicated to our management, 
including our Chief Executive Officer and Chief Financial Officer, as appropriate, to allow timely decisions 
regarding required disclosure. 

Management’s Report on Internal Control over Financial Reporting 

Our management is responsible for establishing and maintaining adequate internal control over financial 
reporting, as defined in Exchange Act Rule 13a-15(9. Management, including our Chief Executive Officer and 
Chief Financial Officer, conducted an evaluation of the effectiveness of our internal control over financial 
reporting based on the framework in Internal Control -Integrated Framework issued by the Committee of 
Sponsoring Organizations of the Treadway Commission. Based on this evaluation, management concluded 
that our internal control over financial reporting was effective as of December 31, 2007. Management reviewed 
the results of their assessment with our Audit Committee. The effectiveness of our internal control over 
financial reporting as of December 31, 2007 has been audited by Ernst & Young LLP, an independent 
registered public accounting firm, as stated in their report which is included in ltem 8 of this Annual Report on 
Form 10-K. 

Changes in Internal Control over Financial Reporting 

December 31, 2007, that are materially affected, or are reasonably likely to materially affect, the Company’s 
internal control over financial reporting. 

There were no changes in the Company’s internal controls over financial reporting during the quarter ended 
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Report of Independent Registered Public Accounting Firm 

The Board of Directors and Stockholders 
TeleCommunication Systems, Inc. 

December 31, 2007, based on criteria established in Internal Control - Integrated Framework issued by the 
Committee of Sponsoring Organizations of the Treadway Commission (the COSO criteria). 
TeleCommunication Systems Inc.'s management is responsible for maintaining effective internal control over 
financial reporting, and for its assessment of the effectiveness of internal control over financial reporting 
included in the accompanying Management's Report on Internal Control over Financial Reporting. Our 
responsibility is to express an opinion on the company's internal control over financial reporting based on our 
audit. 

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight 
Board (United States). Those standards require that we plan and perform the audit to obtain reasonable 
assurance about whether effective internal control over financial reporting was maintained in all material 
respects. Our audit included obtaining an understanding of internal control over financial reporting, assessing 
the risk that a material weakness exists, testing and evaluating the design and operating effectiveness of 
internal control based on the assessed risk, and performing such other procedures as we considered 
necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinion. 

A company's internal control over financial reporting is a process designed to provide reasonable 
assurance regarding the reliability of financial reporting and the preparation of financial statements for external 
purposes in accordance with generally accepted accounting principles. A company's internal control over 
financial reporting includes those policies and procedures that (1) pertain to the maintenance of records that, in 
reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the company; 
(2) provide reasonable assurance that transactions are recorded as necessary to permit preparation of 
financial statements in accordance with generally accepted accounting principles, and that receipts and 
expenditures of the company are being made only in accordance with authorizations of management and 
directors of the company; and (3) provide reasonable assurance regarding prevention or timely detection of 
unauthorized acquisition, use, or disposition of the company's assets that could have a material effect on the 
financial statements. 

misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that 
controls may become inadequate because of changes in conditions, or that the degree of compliance with the 
policies or procedures may deteriorate. 

In our opinion, TeleCommunication Systems Inc. maintained, in all material respects, effective internal 
control over financial reporting as of December 31, 2007, based on the COSO criteria. 

We also have audited, in accordance with the standards of the Public Company Accounting Oversight 
Board (United States), the consolidated balance sheets of TeleCommunication Systems, Inc. and subsidiaries 
as of December 31, 2007 and 2006, and the related consolidated statements of operations, stockholders' 
equity, and cash flows for each of the three years in the period ended December 31, 2007 of 
TeleCommunication Systems, Inc. and subsidiaries and our report dated February 29, 2008 expressed an 
unqualified opinion thereon. 

We have audited TeleCommunication Systems Inc.'s internal control over financial reporting as of 

Because of its inherent limitations, internal control over financial reporting may not prevent or detect 

Is/ Ernst &Young LLP 

Baltimore, Maryland 
February 29, 2008 
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Part 111 

Item 1 ODirectors , Executive Officers. and Corporate Governance 

The information required by this Item 10 is incorpor‘ated herein by reference from the information captioned 
“Board of Directors” and “Security Ownership of Certain Beneficial Owners and Management” to be included in 
the Company’s definitive proxy statement to be filed in connection with the 2008 Annual Meeting of 
Stockholders, to be held on June 12, 2008 (the “Proxy Statement“). The Company’s Code of Ethics and 
Whistleblower Procedures may be found at h t t p : / / w l  .telecomsys.comlinvestorinfo/corpgovernance.cfm. 

item I I Executive Compensation 

“Board of Directors” and “Executive Compensation” to be included in the Proxy Statement. 

Item 12Securitv OwnershiiJ of Certain Beneficial Owners and Management 

“Security Ownership of Certain Beneficial Owners and Management” to be included in the Proxy Statement. 

Item 13Certain RelationshiDs and Related Transactions and Director Independence 

The information required by this Item 13 is incorporated herein by reference from the information captioned 
“Certain Relationships and Related Transactions” and “General Information Concerning the Board of Directors” 
to be included in the Proxy Statement. 

Item i4Princi~a/Accountant Fees and Services 

“Principal Accountant Fees and Services” to be included in the Proxy Statement. 

The information required by this Item 11 is incorporated herein by reference from the information captioned 

The information required by this Item 12 is incorporated herein by reference from the information captioned 

The information required by this Item 14 is incorporated herein by reference from the information captioned 
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Part fV 

Item 15Exhibits. Financial Statement Schedules 
(a)(l) Financial Statements 

page F- I .  

(a)(2) Financial Statement Schedules 

Form 10-K. 

The financial statements listed in Item 15 are included in this Annual Report on Form 10-K beginning on 

The financial statement schedule required by Item 15 is included in Exhibit 12 to this Annual Report on 

Exhibits 

The exhibits are listed in the Exhibit Index immediately preceding the exhibits. 
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Report of Independent Registered Public Accounting Ffrm 

The Board of Directors and Stockholders 
TeleCommunication Systems, Inc. 

subsidiaries as of December 31, 2007 and 2006, and the related consolidated statements of operations, 
stockholders’ equity, and cash flows for each of the three years in the period ended December 31, 2007. Our 
audit also included the financial statement schedule listed in the Index at Item 15. These financial statements 
are the responsibility of the Company’s management. Our responsibility is to express an opinion on these 
financial statements based on our audits. For the year ended December 32, 2005, we did not audit the 
financial statements of TeleCommunication Systems (Holdings) Ltd., a wholly-owned subsidiary, which 
statements reflect a net loss, which represents 25 percent of the consolidated loss from discontinued 
operations for the year ended December 31, 2005. Those statements were audited by other auditors whose 
report has been furnished to us, and our opinion, insofar as it relates to the amounts included for 
TeleCommunication Systems (Holdings) Ltd., is based solely on the report of the other auditors. 

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight 
Board (United States). Those standards require that we plan and perform the audit to obtain reasonable 
assurance about whether the financial statements are free of material misstatement. An audit includes 
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An 
audit also includes assessing the accounting principles used and significant estimates made by management, 
as well as evaluating the overall financial statement presentation. We believe that our audits provide a 
reasonable basis for our opinion. 

above present fairly, in all material respects, the consolidated financial position of TeleCommunication 
Systems, Inc. and subsidiaries at December 31, 2007 and 2006, and the consolidated results of their 
operations and their cash flows for each of the three years in the period ended December 31, 2007, in 
conformity with U.S. generally accepted accounting principles. Also, in our opinion, the related financial 
statement schedule, when considered in relation to the basic financial statements taken as a whole, presents 
fairly in all material respects the information set forth therein. 

As discussed in Note 1 to the consolidated financial statements, on January 1, 2006, the Company 
changed its method of accounting for stock-based compensation in accordance with guidance provided in 
Statement of Financial Accounting Standards No. 123(R), “Share-Based Payment.” 

We also have audited, in accordance with the standards of the Public Company Accounting Oversight 
Board (United States), TeleCommunication Systems, Inc.’s internal control over financial reporting as of 
December 31, 2007, based on criteria established in Internal Control-Integrated Framework issued by the 
Committee of Sponsoring Organizations of the Treadway Commission and our report dated February 29,2008 
expressed an unqualified opinion thereon. 

We have audited the accompanying consolidated balance sheets of TeleComrnunication Systems, Inc. and 

In our opinion, based on our audits and the report of the other auditors, the financial statements referred to 

Is1 Ernst & Young LLP 

Baltimore, Maryland 
February 29, 2008 
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TeleCommunication Systems, Inc. 
Consolidated Balance Sheets 

(amounts in thousands, except share data) 

December 31, December 31, 
2007 2006 

2007 and $290 in 

of accumulated amortization of $509 in 

See accompanying Notes to Consolidated Financial Statements. 
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TeleCommunication Systems, Inc. 

Consolidated Statements of Operations 
(amounts in thousands, except per share data) 

Year ended December 31, 
2007 2006 2005 

$ 88,062 $ 
56,106 

144,168 

52,161 

37,906 
90,067 70,423 56,949 

Services gross profit 35,901 35,840 35,742 
Systems gross profit 18,200 18,673 9,462 

Total gross profit 54,101 54.513 45,204 
Operating costs and expen 

I 

Research and development expense 13,072 12,586 I 3,863 
Sales and marketing expense 11,917 11,713 10,535 
General and administrative expense 19,334 16,959 15,044 
Depreciation and amortization of property and equipment 6,200 7,956 8,625 
Amortization of acquired intangible assets 148 147 177 

Total operating costs and e 
Operating Income (Loss) 
Interest expense 
Amortization of debt discount and debt issuance expenses, 

including write-off of $2,458 in 2007 

Income (Loss) per share from continuing operations 
Loss per share from discontinued operations 

Income (Loss) per share -diluted: 
Income (Loss) per share from continuing operations $ (0.02) $ 0.05 

Net loss per share - basic 3 (0.03) $ (0.55) (0.30) 

Loss per share from discontinued operations 
Net loss per share-diluted $ (0.03) $ 

(0.01) 

Weighted average shares outst 41,453 
Weighted average shares outstanding-diluted 41,453 

See accompanying Notes to Consolidated Financial Statements. 
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TeleCommunication Systems, Inc. 

Consolidated Statements of Stockholders' Equity 
(amounts i n  thousands, except share data) 

Accumulated 
Additional Other 

Paid-In Comprehensive Accumulated 
Capital Income (Loss) Deficit Total 

$ 209,778 $ 

Class A Class B 
Common Common Deferred 

Stock Stock Compensation 

Balance at 
Januaryi,2005 $ 306 $ 

Options exercised for 
the purchase of 
290,980 shares of 
Class A Common 

310 31 3 

380 

restricted shares of 
Class A Common 
Stock to directors 

Surrender of 100,564 
restricted shares of 
Class A Common 
Stock as payment 
for oavroll tax 

Stock compensation 
expense for 
issuance of 
Class A Common 
Stock options at 
below fair market 
value 

0 - 123 123 

- 

- -- 

Valuation adjustment 
to stock options 
issued to 
non-employees for 
service - 
translation 

Foreign currency 

$ (231) $ 210,275 
Elimination of 

deferred 
compensation upon 
adoption of 

Issuance of 
212,194 shares of 
ClassA Common 
Stock under 
Emolovee Stock - Puichase Plan 2 - 

Source: TELECOMMUNICATION SY, 10-K, March 05,2008 

388 390 
3,455 



Common Stock 
Surrender of 67,827 

restricted shares of 
Class A Common 
Stock as payment 
for payroll tax 
withholdings - - 

- 
expense for 
issuance of 
Class A Common 
Stock options for 
continuing 
operations - 

S 

- 
Vesting of employee - - stock options - 

- - - 
Foreign currency 

translation 

2,872 

504 - 
244 - 

76 - 

40 - 

- 2.872 

244 - 244 - 

40 - - - adjustment - 
Net loss for 2006 - - - - - (21,695) (21,695) 
Balance at 

e 

December 31, 
2006 $ 217,739 $ - $ (183.032) $ 35,105 $ 322 $ 76 $ - -- 
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TeleCommunication Systems, Inc. 
Consolidated Statements of Stockholders' Equity - (Continued) 

(amounts in thousands, except share data) 

Accumulated 
Class A Class B Addition a I Other 

Common Common Deferred Paid-in Comprehensive Accumulated 
Stock Stock Compensation Capital income (Loss) Deficit Total -- 

173,833 shares of 
Class A Common I 
Stock under 
Employee Stock 

- - 54 1 

- - 
Surrender of 19,358 

restricted shares of 
Class A Common 
Stock as payment 
for payroll tax - 

Stock comDensation 
expense 'for 
issuance of 
Class A Common 
Stock options for 
continuing 

3,963 - 3,963 

Unrealized loss on 
securities and - other - 

Net loss for 200 - 
Balance at 

December 31, - $ 227.987 $ (125) $ ( 184,321) $ 43,964 2007 9 349 $ 74 $ 

See accompanying Notes to Consolidated Financial Statements. 
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TeleCommunication Systems, Inc. 

Consolidated Statements of Cash Flows 
(amounts in thousands) 

Operating activities: 
Net loss 

Less: Loss from discontinued operations 

A h provided by 

and equipment 

Non-cash stock compensation expense - employee 
Non-cash stock compensation expense - non-employee 
Amortization of software development costs 
Amortization of debt discount 
Amortization of deferred financins fees included in interest 

Year ended December 31, 
2007 2006 2005 

(1,289) $ 
(275) I 
(1,014) 

6,200 
148 

3,963 
370 

1,522 
480 

(21,695) $ (11,467) 
(23.67 ) (7.151) 

1,976 

7,956 8,625 
147 177 

3,116 720 

- 
expense 313 487 470 

2,458 - 
19 (17) 

(2,639) 
3,524 

Accounts receivable, net 1,120 (658) 
Unbilled receivables (7,593) (1,275) 

(2,094) (635) Inventory (80) 
Other current assets (1,870) 
Other noncurrent ass 54 1 111 (439) 

Accrued payroll a ted liabilities (748) 
Deferred revenue 1,200 

Changes in operating assets and liabilities: 

152 (1,140) 

payable and accrued expenses 2,038 246 1,423 
1,302 195 
(638) 758 

Net cash provided by operating activities of continuing operations 9,067 13,044 7,994 
Net used in operating activities of discontinued operations (3,598) ( 8,037) (3.240) 
Total net cash provided by operating activities 5,469 5,007 4,754 
Investing activities: 
Purchases of property and equipment 
Capitalized software development costs 

net 
ommon Stock and 

230 

- 
230 

- 
5,195 

402 
5,597 1,038 (8.931) 

10,358 9.320 18.251 
Cash and cash equivalents at the end of the year $ 15,955 $ 10,358 $ 9,320 

See accompanying Notes to Consolidated Financial Statements. 
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TeleCommunication Systems, Inc. 

Notes to Consolidated Financial Statements 
(amounts in thousands, except share and per share data) 

1. Significant Accounting Policies 

Description of Business 

TeleCommunication Systems, Inc. develops and applies highly reliable wireless data communications 
technology. We manage our business in two segments, Commercial and Government: 

Commercia/ Segmenf. Our carrier software system products enable wireless carriers to deliver 
premium services including short text messages, location information, internet content, and other 
enhanced communication services to and from wireless phones. We provide enhanced 9-1-1 (E9-1-1) 
services, commercial location-based services, and inter-carrier text message distribution services on a 
hosted, or service bureau basis. As of December 31, 2007, we provide hosted services under contracts 
with more than 30 wireless carrier networks and Voice-over-Internet-Protocol (VolP) service providers. 
We also earn subscriber revenue through wireless applications including our Rand McNaIlya Traffic 
application which is available via all major US wireless carriers. We earn carrier software-based 
systems revenue through the sale of licenses, deployment and customization fees and maintenance 
fees. Pricing is generally based on the volume of capacity purchased from us by the carrier. We also 
provide carrier technology on a hosted, Le., service bureau basis; that is, customers use our software 
functionality through connections to and from our network operations centers, paying us monthly based 
on the number of subscribers, cell sites, or call center circuits, or message volume. 

Government Segment. We design, assemble, sell and maintain satellite-based network communication 
systems, including our SwiftLinkB deployable communication systems which incorporate high speed, 
encrypted, Internet Protocol technology. We also own and operate secure satellite teleport facilities, 
and resell access to satellite airtime (known as space segment). 

Use of Estimates. The preparation of financial statements in conformity with accounting principles 
generally accepted in the U.S. requires management to make estimates and assumptions that affect the 
reported amounts and related disclosures. Actual results could differ from those estimates. 

owned subsidiaries. All intercompany balances and transactions have been eliminated in consolidation. 

maturity of three months or less when purchased. Cash equivalents are reported at fair value, which 
approximates cost. 

Allowances for Doubtful Accounts Receivable. Substantially all of our accounts receivable are trade 
receivables generated in the ordinary course of our business. We use estimates to determine the amount of 
the allowance for doubtful accounts necessary to reduce accounts receivable to their expected net realizable 
value. We estimate the amount of the required allowance by reviewing the status of significant past-due 
receivables and by establishing provisions for estimated losses by analyzing current and.historical bad debt 
trends. Changes to our allowance for doubtful accounts are recorded as a component of general and 
administrative expenses in our accompanying C.onsolidated Statements of Operations. Our credit and 
collection policies and the financial strength of our customers are critical to us in maintaining a relatively small 
amount of write-offs of receivables. We generally do not require collateral from or enter netting agreements 
with our customers. Receivables that are ultimately deemed uncollectible are charged-off as a reduction of 
receivables and the allowance for doubtful accounts. 

communications systems. Inventory is stated at the lower of cost or market. Cost is based on the weighted 
average method. The cost basis for finished units includes manufacturing cost. 

Principles of  Consolidation. The accompanying financial statements include the accounts of our wholly 

Cash and Cash Equivalents. Cash and cash equivalents include cash and highly liquid investments with a 

Inventory. We maintain inventory of component parts and finished product for our Government deployable 

I 
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TeieCommunication Systems, Inc. 

Notes to  Consolidated Financial Statements - (Continued) 
(amounts in thousands, except share and per share data) 

Investments in Marketable Securities and Note Receivable. The Company holds approximately 
$0.9 million of marketable securities and a $1.0 million note receivable which were obtained as partial 
consideration from three small divestitures during 2007. The marketable securities and note receivable are 
included in other current assets and marketable securities are classified as available-for-sale in accordance 
with the provision of SFAS No. 115, Accounting for Certain Investments in Debt and Equity Securities. These 
securities are carried at fair market value based on quoted market price with net unrealized losses of 
$0.1 million reported in stockholders' equity as a component of accumulated other comprehensive income. The 
Company considers the loss on one of the securities to be temporary because of restructuring in process at 
the issuing company and the Company has the ability and the intent to hold the investments for a reasonable 
period of time. If the Company determines that a decline in fair value of one or both of the marketable 
securities is other than temporary, a realized loss would be recognized in earnings. Gains or losses on 
securities sold will be based on the specific identification method. The note receivable bears simple interest at 
8.25% over an 18-month term and is due in November of 2008. 

Property and Equipment. Property and equipment is stated at cost less accumulated depreciation. 
Depreciation is computed using the straight-line method based on the estimated useful lives of equipment, 
generally five years for furniture and fixtures and three years for computer equipment, software and vehicles. 
Our depreciable asset base includes equipment in our network operations centers related to our hosted 
service offerings, development costs for computer software for internal use, and company-wide computer 
hardware. In the second quarter of 2006, a review of experience with equipment and software used in our 
service bureau operations led us to adjust their average asset lives from three years to four years on a 
prospective basis. Depreciation expense in 2006 was $0.4 million less than it would have been if the shorter 
lives had been used. Amortization of leasehold improvements is provided using the straight-line method over 
the lesser of the useful life of the asset or the remaining term of the lease. Assets held under capital leases are 
stated at the lesser of the present value of future minimum lease payments or the fair value of the property at 
the inception of the lease. The assets recorded under capital leases are amortized over the lesser of the lease 
term or the estimated useful life of the assets in a manner consistent with our depreciation policy for owned 
assets. 

Goodwill. Goodwill represents the excess of cost over the fair value of assets of acquired businesses. 
Goodwill acquired in a purchase business combination is not amortized, but instead is evaluated at least 
annually for impairment using a discounted cash flow model in accordance with the provisions of Statement of 
Financial Accounting Standards No. 142, Goodwill and Other lnfangible Assets. 

Software Development Costs. We capitalize software development costs after we establish technological 
feasibility, and amortize those costs over the estimated useful lives of the software beginning on the date when 
the software is first installed and used. Acquired technology, representing the estimated value of the 
proprietary technology acquired, has also been recorded as capitalized software development costs. 

technological feasibility is established when an operative version of the computer software product is 
completed in the same software language as the product to be ultimately marketed, performs all the major 
functions planned for the product, and has successfully completed initial customer testing. Technological 
feasibility for enhancements to an existing product is established when a detail program design is completed. 
Costs that are capitalized include direct labor, related overhead and other direct costs. These costs are 
amortized on a product-by-product basis using the straight-line method over the product's estimated useful life, 
which has not been greater than three years. Amortization is also computed using the ratio that current 
revenue for the product bears to the total of current and anticipated future revenue for that product (the 
revenue curve method). If this revenue curve method results in amortization greater than the amount 
computed using the straight-line method, amortization is recorded at that greater amount. Our policies to 
determine when to capitalize software development costs and how much to amortize in a given period require 
us to make subjective estimates and judgments. If our software products do not achieve the level of market 
acceptance that we expect and our 

Costs we incurred are capitalized when technological feasibility has been established. For new products, 
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TeleCommunication Systems, Inc. 

Notes to Consolidated Financial Statements - (Continued) 
(amounts in thousands, except share and per share data) 

future revenue estimates for these products change, the amount of amortization that we record may increase 
compared to prior periods. The amortization of capitalized software development costs has been recorded as a 
cost of revenue. 

Acquired technology is amortized over the product's estimated useful life based on the purchase price 
allocation and valuation procedures performed at the time of the acquisition. Amortization is calculated using 
the ratio of the estimated future cash flows generated in each period to the estimated total cash flows to be 
contributed from each product or the straight-line method, whichever is greater. 

costs of continuing operations for certain software projects after the point of technological feasibility had been 
reached but before the products were available for general release. Accordingly, these costs have been 
capitalized and are being amortized over their estimated useful lives beginning when the products are 
available for general release. The capitalized costs relate to our location-based software, which is part of our 
continuing operations. 

We believe that these capitalized costs will be recoverable from future gross profits generated by these 
products. 

Acquired Intangible Assets. Acquired intangible assets have useful lives of 5 to 19 years. We are 
amortizing these assets using the greater of the straight-line method or the revenue curve method. 

Impairment of Long-Lived Assets. Long-lived assets, including intangible assets, are reviewed for 
impairment whenever events or changes in circumstances indicate that the carrying amount of an asset or 
group of assets may not be fully recoverable. 

If an impairment indicator is present, we evaluate recoverability by a comparison of the carrying amount of 
the assets to future undiscounted net cash flows that we expect to generate from these assets. If the assets 
are impaired, we recognize an impairment charge equal to the amount by which the carrying amount exceeds 
the fair value of the assets. Assets to be disposed of are reported at the lower of carrying values or fair values, 
less estimated costs of disposal. 

Other Comprehensive IncomelLoss. Comprehensive income/loss includes changes in the equity of a 
business during a period from transactions and other events and circumstances from non-owner sources. 
Other comprehensive income/loss refers to revenue, expenses, gains and losses that under U.S. generally 
accepted accounting principles are included in comprehensive income, but excluded from net income. For 
operations outside the U.S. that prepare financial statements in currencies other than the U.S. dollar, results of 
operations and cash flows are translated at average exchange rates during the period, and assets and 
liabilities are translated at end-of-period exchange rates. Translation adjustments for our European subsidiary 
are included as a component of accumulated other comprehensive loss in stockholders' equity. Also included 
are any unrealized gains or losses on marketable securities that are classified as available-for-sale. Total 
comprehensive loss for the three years ended December 31, 2007 was not materially different than 
consolidated net loss. 

Revenue Recognition. Revenue is generated from our two segments as described below. 

Services Revenue. Revenue from hosted services consists of monthly recurring service fees and is 
recognized in the month earned. Revenue from subscriber service fees is recognized in the period earned. 
Maintenance fees are collected in advance and recognized ratably over the maintenance period, which is 
typically annual. Any unearned revenue, including unrecognized maintenance fees, is included in deferred 
revenue. 

We also recognize services revenue from the design, 'dev'elopment and deployment of information 
processing and communication systems primarily for government enterprises. These services are provided 
under time and materials contracts, cost plus fee contracts, or fixed price contracts. Revenue is recognized 
under time and materials contracts and cost plus fee contracts as billable costs are incurred. Fixed-price 
service contracts 

For 2007, 2006, and 2005, we capitalized $1,525, $1,849, and 1,960, respectively, of software development 
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TeleCommunication Systems, Inc. 

Notes to Consolidated Financial Statements - (Continued) 
(amounts in thousands, except share and per share data) 

are accounted for using the proportional performance method. These contracts generally allow for monthly 
billing or billing upon achieving certain specified milestones. Any estimated losses on contracts are recognized 
in their entirety at the date that they become evident. 

Systems Revenue. We design, develop, and deploy communications systems. These systems may include 
packaged software licenses. Systems typically contain multiple elements, which may include the product 
license, installation, integration, and hardware. The total arrangement fee is allocated among each element 
based on vendor-specific objective evidence of the relative fair value of each of the elements. Fair value is 
generally determined based on the price charged when the element is sold separately. In the absence of 
evidence of fair value of a delivered element, revenue is allocated first to the undelivered elements based on 
fair value and the residual revenue to the delivered elements. The software licenses are generally perpetual 
licenses for a specified number of users that allow for the purchase of annual maintenance at a specified rate. 
All fees are recognized as revenue when four criteria are met. These four criteria are (i) evidence of an 
airangement (ii) delivery has occurred, (iii) the fee is fixed or determinable and (iv) the fee is probable of 
collection. Software license fees billed and not recognized as revenue are included in deferred revenue. 
Systems containing software licenses include a 90-day warranty for defects. We have not incurred significant 
warranty costs on any software product to date, and no costs are currently accrued upon recording the related 
revenue. 

Systems revenue is also derived from fees for the development, implementation and maintenance of 
custom applications. Fees from the development and implementation of custom applications are generally 
performed under time and materials and fixed fee contracts. Revenue is recogn/zed under time and materials 
contracts and cost plus fee contracts as billable costs are incurred. Fixed-price product delivery contracts are 
accounted for using the percentage-of-completion or proportional performance method, measured either by 
total costs incurred as a percentage of total estimated costs at the completion of the contract, or direct labor 
costs incurred compared to estimated total direct labor costs for projects for which third-party hardware 
represents a significant portion of the total estimated costs. These contracts generally allow for monthly billing 
or billing upon achieving certain specified milestones. Any estimated losses under long-term contracts are 
recognized in their entirety at the date that they become evident. Revenue from hardware sales to our monthly 
subscriber customers is recognized as systems revenue. 

allocated indirect expenses, are subject to audit and adjustment by the Defense Contract Audit Agency. We 
record revenue under these contracts at estimated net realizable amounts. 

Task Force 00-21 "Revenue Arrangements with Multiple Deliverables" (EITF 00-21) for determining of the 
number of units of accounting and the allocation of the total fair value among the multiple elements. 

Deferral of  Costs Incurred. We defer costs incurred in certain situations as dictated by authoritative 
accounting literature. In addition, if the revenue for a delivered item is not recognized because it is not 
separable from the arrangement, then we defer incremental costs related to that delivered but unrecognized 
element. 

$120, for the years ended December 31,2007,2006, and 2005, respectively. 

December 31, 2007, 2006, and 2005, respectively. Approximately $74, $55, and $140 of total interest incurred 
was capitalized as a component of software development costs and construction in progress during the year 
ended December 31,2007,2006, and 2005 respectively. 

described more fully in Note 17. 

Under our contracts with the U.S. government for both systems and services, contract costs, including the 

Our accounting for revenues from systems and services contracts follows the guidance of Emerging Issues 

Advertising Costs. Advertising costs are expensed as incurred. Advertising expense totaled $34, $29, and 

Capitalized Interest. Total interest incurred was $5,026, $3,253, and $1,312 for the years ended 

Stock-Based Compensation. We have two stock-based employee compensation plans, which are 
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TeleCommunication Systems, Inc. 

Notes to Consolidated Financial Statements - (Continued) 
(amounts in thousands, except share and per share data) 

Beginning January 1, 2006, the Financial Accounting Standards Board (FASB) Statement No. 123(R) 
(“Statement No. 123(R)”) requires us to report all share based payments to employees, including grants of 
employee stock options in the income statement based on their fair value. We adopted Statement No. 123(R) 
effective January 1, 2006 using the modified prospective method. Had we adopted Statement No. 123(R) in 
prior periods, the impact of that standard would have approximated the impact of Statement No. 123 as 
described in the disclosure of pro forma net loss and loss per share below. 

On October 28, 2005, our Board of Directors adopted resolutions to accelerate the vesting of certain 
outstanding, unvested “out-of-the-money’’ stock options. The accelerated vesting provisions applied to all 
qualifying options with an exercise price of $6.00 or greater and as a result, options to purchase 
1,455,000 shares of our stock became fully exercisable as of that date. The primary purpose of the accelerated 
vesting was to eliminate future compensation expense the Company would otherwise recognize in its 
statement of operations with respect to these options upon the adoption of Statement No. 123(R), which we 
adopted on January 1,2006 as discussed above. Statement No. 123(R) requires that Compensation expense 
associated with stock options be recognized in the statement of operations rather thhn as a pro forma footnote 
disclosure in our consolidated financial statements. The acceleration of the vesting of these options eliminated 
the future non-cash stock compensation expense associated with these outstanding options. We estimated 
that the related future compensation expense to be recorded under Statement No. 123(R) that was eliminated 
as a result of the acceleration of vesting these options was approximately $1,200. 

Prior to 2006 we recorded compensation expense for all stock-based compensation plans using the 
intrinsic value method prescribed by Accounting Principles Board Opinion No. 25, (Accounting for Stock Issued 
fo Employees) (“APB No. 25”) and related interpretations. Under APE No. 25, compensation expense is 
recorded pro-rata over the vesting period to the extent that the fair value of the underlying stock on the date of 
grant exceeds the exercise or acquisition price of the stock or stock-based award. The related compensation 
constitutes portions of our direct cost of revenue, research and development expense, sales and marketing 
expense, and general and administrative expense as detailed in the table presented with our Consolidated 
Statements of Operations. 

We have also granted restricted stock to directors and certain key executives. The restrictions expired at 
the end of one year for directors and expire in annual increments over three years for executives and are 
based on continued employment. The fair value of the restricted stock on the date of issuance is recognized as 
non-cash stock compensation expense over the period over which the restrictions expire. 

The following table illustrates the effect on net loss and loss per common share if we had applied the fair 
value recognition provisions of FASB Statement 123(R), to stock-based employee compensation, for the years 
ended December 31,2005. 

e 

2005 

Research and Development Expense. We incur research and development costs which are primarily 
comprised of compensation and travel expenses related to our engineers engaged in the development and 
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enhancement of new and existing software products. All costs are expensed as incurred prior to reaching 
technological feasibility. 

Income Taxes. Income tax amounts and balances are accounted for using the liability method of 
accounting for income taxes and deferred income tax assets and liabilities are measured using the enacted tax 
rates and laws that will be in effect when the differences are expected to reverse. 

Recent Accounting Pronouncements. 

In September 2006, the FASB issued SFAS 157, “Fair Value Measurements,” which defines fair value, 
establishes a framework for measuring fair value and expands disclosures about fair value measurements. 
SFAS 157 is effective for fiscal years beginning after November 15, 2007. In February 2008, the FASB decided 
to issue a final Staff Position to allow a one-year deferral of adoption of SFAS I57 for non-financial assets and 
non-financial liabilities that are recognized or disclosed at fair value in the financial statements on a 
nonrecurring basis. The FASB also decided to amend SFAS 157 to exclude FASB Statement No. 13 and its 
related interpretive accounting pronouncements that address leasing transactions. The Company is evaluating 
the impact of this standard and does not expect the adoption of SFAS 157 to have a material impact on its 
financial statements. 

In June 2006, the FASB issued Interpretation No. 48, “Accounting for Uncertainty in Income Taxes” 
(FIN 48) which prescribes a minimum recognition threshold and measurement attribute for the financial 
statement recognition and measurement of a tax position. FIN 48 also provides guidance on derecognition, 
measurement, classification, interest and penalties, accounting in interim periods, disclosure and transition. If a 
tax position does not meet the more-likely-than-not initial recognition threshold, no benefit is recorded in the 
financial statements. The Company adopted FIN 48 on January 1, 2007 for which there was no cumulative 
effect of applying the provisions of this interpretation. The Company classifies interest and penalties accrued 
on any unrecognized tax benefits as a component of the provision for income taxes. There were no interest or 
penalties recognized in the consolidated statement of income for year ended December 31, 2007 and the 
consolidated balance sheet at December 31, 2007. The Company does not currently anticipate that the total 
amounts of unrecognized tax benefits will significantly increase within the next 12 months. The Company files 
income tax returns in U.S. and state jurisdictions. The Company is no longer subject to U.S. federal, state, and 
local tax examinations in major tax jurisdictions for periods before 2003. 

In February 2007, the FASB issued SFAS 159, “Fair Value Option for Financial Assets and Liabilities.” 
SFAS 159 allows companies to elect to measure certain assets and liabilities at fair value and is effective for 
fiscal years beginning after November 15, 2007. The Company does not expect the adoption of SFAS 159 to 
have a material impact on its financial statements. 

establishes principles and requirements for how an acquirer recognizes and measures in its financial 
statements the identifiable assets acquired, the liabilities assumed, any non-controlling interest in the acquired 
and the goodwill acquired. This statement also establishes disclosure requirements which will enable users to 
evaluate the nature and financial effects of the business combination. SFAS No. 141(R) is effective for us for 
acquisitions made after November 30, 2009. The Company is evaluating the impact of this standard and does 
not expect the adoption of SFAS 141(R) to have a material impact on its financial statements. 

2. Enterprise Assets-Discontinued Operations 

As of December 31, 2005, we committed to a plan to sell our Enterprise division operations, which had 
previously been included in our Commercial Segment. Accordingly, the assets, liabilities, results of operations, 
and cash flows for the Enterprise assets have been classified as discontinued operations for all periods 
presented in the Consolidated Financial Statements in accordance with Statement of Financial Accounting 
Standards No. 144, Accounting for fhe Impairment or Disposal of Long-Lived Assefs (Statement No. 144). As a 

In December 2007, the FASB issued SFAS No. 141(R), “Business Combinations.” This standard 
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result of the classification of these assets as discontinued operations, we had continued to perform quarterly 
reviews of the associated goodwill and other long lived assets for impairment. During 2006, we recorded an 
impairment charge of $15,500 in our loss from discontinued operations which is included on the Consolidated 
Statement of Operations. They continued to be a part of our business until sold during the first half of 2007. 
The operations and cash flows of the businesses have been eliminated from those of continuing operations 
and the Company has no significant involvement in the operations since the disposabtransactions. 

Effective January 1, 2007, the Company sold two of its three Enterprise units to strategic buyers for 
common stock in the acquiring publicly traded companies valued at approximately $1,000 and earn-out 
arrangements. The Company does not currently expect to receive material payments from the earn-out 
arrangements. During May 2007, the last Enterprise unit was sold to TPA Acquisition Corporation for $4,000 in 
cash ($200 remains in escrow), a $1,000 note receivable bearing interest at 8.25% over 18-months, and $250 
in equity interest. 

Enterprise assets and liabilities classified as discontinued operations in the accompanying Consolidated 
December 31, 2006 balance were as follows: 

December 31, 

A 

Long-lived assets and goodwill 

2006 

41 
13,596 

Liabilities: 

impairment charges of $15,500 to adjust the estimated carrying value of Enterprise long-lived assets and 
goodwill were recorded during 2006 based on information obtained during the process of offering the operating 
assets for sales and the declines in the Subscriber businesses being sold. Summarized results of operations 
for the Enterprise assets included in the accompanying Consolidated Statement of Operations are as follows: 

2007 2006 2005 

Revenu .$ 28.f27 
Gross p 8 6,025 
Loss from discontinued operations 23,671) $ ( 7,151) 

During 2007, 2006, and 2005 total revenues generated from Enterprise systems and services in the 
U.S. were $5,569, $22,020 and $23,127, respectively, and the total revenues generated from products and 
services of our Enterprise division outside of the U.S. were $4,000 and $5,000, respectively for 2006 and 2005. 
The Enterprise division did not have any customers that constituted a significant portion of our consolidated net 
revenues. As of December 31, 2006 our Enterprise division had approximately $1,800 of assets located 
outside the U.S. 

Leases for European offices have been assigned to th 
January 1 ~ 2007. We incurred rent expense related to the 

one of the subscriber units sold effective 
of $1,318 in 2006 and $900 in 2005. 
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3. Loss Per Common Share 

during the period. Because we incurred a loss from continuing operations in 2007 and 2005 potentially dilutive 
securities were excluded from the computation because the result would be anti-dilutive. These potentially 
dilutive securities consist of stock options, restricted stock, and warrants as discussed in Notes 1 and 17. 

The following table summarizes the computations of basic and diluted earnings per share for the years 
ended December 31: 

Basic loss per common share is based upon the .werage number of shares of common stock outstanding 

Income (Loss) from continuing operations 
Loss from discontinued operations 
Net loss 
Denominator for basic earnings per share - weighted-average common 

Net effect of dilutive stock options based on treasury stock method 
Net effect of dilutive warrants based on treasury stock method 
Denominator for diluted earnings per share - weighted-average common 

Income (Loss) per share - basic: 
Income (Loss) per share from continuing operations 
Loss per share from discontinued operations 
Net loss per share - basic 
Income (Loss) per share - diluted: 
Income (Loss) per share from continuing operations 
Loss per share from discontinued operations 
Net loss per share-diluted 

shares outstanding 

shares outstanding and assumed conversions 

2007 

$ (1,014) 
(275) 

$ (1,289) 

41,453 

41,543 

$ (0.02) 
(0.01) 

$ (0.03) 

$ (0.02) 
(0.01) 

9 (0.03) 

2006 

$ 1,976 
(23.671) 

9 (21,695) 

39,430 
632 
104 

40,166 

$ 0.05 
(0.60) 

9 (0.55) 

$ 0.05 
(0.59) 

$ (0.54) 

2005 

$ (4,316) 
(7,151) 

9 (11,467) 

38,823 - 
- 

38,823 

$ (0.11) 
(0.19) 

$ (0.30) 

$ (0.11) 
(0.19) 

$ (0.30) 

4. Supplemental Disclosure of Cash Flow Information 

Property and equipment acquired under capital leases totaled $1,979, $1,725, and $3,761 during the years 
ended December 31, 2007, 2006, and 2005, respectively. 

As partial consideration for our 2007 divestitures, we received publicly trade common stock in two of the 
acquiring companies valued at approximately $1,000 at the time of January 2007 closing on the transactions. 

Interest paid totaled $1,002, $607, and $843 during the years ended December 31, 2007, 2006, and 2005, 
respectively. 

5. Unbilled Receivables 

accounting principles over the amounts billable at contract milestones. Substantially all unbilled receivables are 
expected to be billed and collected within twelve months. 

Unbilled receivables consist of the excess of revenue earned in accordance with generally accepted 
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6. Inventory 

Inventory consisted of the following at December 31: 

2007 2006 -- 
Component parts $ 2,670 $ 2,942 
Finished goods 2,703 2.351 
Total inventory at year end $ 5,373 9 5.293 -~ 

1 

7. Property and Equipment 
Property and equipment consisted of the following at December 31: 

2007 2006 

Computer equipment 
Computer software 16,360 16,370 
Furniture and fixtures 2,558 2,159 

8. Acquired Intangible Assets and Capitalized Software Development Costs 

Our acquired intangible assets and capitalized software development costs consiefed of the following: 
December 31,2007 December31,2006 

Gross Gross 
Carrying Accumulated Carrying Accumulated 
Amount Net Amount Amortization Net Amortization 

9,189 4,783 4.406 
$ 10,407 $ 5,292 $ 5,115 $ 8,882 

Estimated future amortization expense: 

dino December 31. 2011 
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We routinely update our estimates of the recoverability of the software products that have been capitalized. 
Management uses these estimates as the basis for evaluating the carrying values and remaining useful lives of 
the respective assets. 

9. Accounts Payable and Accrued Expenses 

Our accounts payable and accrued expenses consist of: 

December 31, 2007 December 31,2006 
Accounts payable $ 5,848 $ 4,388 
Accrued expenses 6,611 6,033 

Total accounts payable and accrued expenses at year end $ 12,459 $ 10,421 

Accrued expenses consist primarily of costs incurred for which we have not yet been invoiced, accrued 
sales taxes, and amounts due to our E9-1-1 customers that we have billed and collected from regulating 
agencies on their behalf under cost recovery arrangements. 

I O .  Line of Credit 

We have maintained a line of credit arrangement with our principal bank since 2003. In June 2007, we 
amended the agreement to extend our line of credit and decrease the cost of borrowing. Under the amended 
agreement, the availability of the line was extended to June 2010, and the borrowing rate decreased from 
prime plus 1.25% to the bank's prime rate which was 7.25% per annum at December 31, 2007. Our maximum 
borrowing availability remained the same at $22,000. Borrowings at any time are limited to an amount based 
principally on accounts receivable levels and a working capital ratio, each as defined in the amended line of 
credit agreement. The line of credit available is also reduced by the amounts of letters of credit outstanding 
which totaled $2,921 at December 31, 2007. 

Our amended line of credit and term loan agreement contains covenants requiring us to maintain a 
minimum adjusted quick ratio and a minimum liquidity ratio as well as other restrictive covenants including, 
among others, restrictions on our ability to merge, acquire assets above prescribed thresholds, undertake 
actions outside the ordinary course of our business (including the incurrence of indebtedness), guarantee debt, 
distribute dividends, and repurchase our stock, and maintenance of a minimum tangible net worth. The 
agreement also contains a subjective covenant that requires (i) no material adverse change in the business, 
operations, or financial condition of our Company occur, or (ii) no material impairment of the prospect of 
repayment of any portion of the borrowings; or (iii) no material impairment of value or priority of the lenders 
security interests in the collateral of the bank credit agreement. 

As of December 31, 2007, we were in compliance with the covenants related to our line of credit. We 
believe that the Company will contin& to comply with its restrictive covenants. If our performance does not 
result in compliance with any of our restrictive covenants, we would seek to further modify our financing 
arrangements, but there can be no assurance that the bank would not exercise its rights and remedies under 
its agreement with us, including declaring all outstanding debt due and payable. 

As of December 31,2007 and 2006 we had no borrowings outstanding under the line of credit and we had 
approximately $11,000 and $9,000, respectively, of unused borrowing availability under this line. 
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11. Long-Term Debt 

Long-term debt consists of the following at December 31: 

2007 2006 

Aggregate maturities of long-term debt at December 31, 2007 are as follows: 

2008 $ 3,661 
2009 3,841 
201 0 2,000 
2011 2,000 
201 2 

Total 12,669 

On June 25,2007, we refinanced $10,000 of March 2006 secured notes with a five year bank term loan. 
The borrowing rate under the new term loan was the prime rate plus 0 25% per annum (7.5% at December 31, 
2007) and payments are due in equal monthly installments of $167 plus interest. In March 2006, we issued 
(i) $10,000 of secured notes due March I O ,  2009, with cash interest at 14% per annum, and (ii) warrants to 
purchase an aggregate of 1.75 million shares of our Class A Common Stock at an exercise price of $2.40 per 
share expiring March 10, 2009. The resulting carrying value of the debt at issuance was $6,500, net of the 
original discount of $3,500 which was being amortized to interest expense over its three-year term using the 
effective interest method, yielding an effective interest rate of 15.2%. The remaining unamortized debt discount 
and issuance expenses of $2.4 million were written off in the second quarter of 2007 as a result of early 
retirement of the March 2006 note. 
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12. Capital Leases 

for capital leases at December 31: 

Computer equipment 
Computer software 
Furniture and frxtur 
Leasehold improve 

We lease certain equipment under capital leases. Property and equipment included the following amounts 

2007 2006 

Total equipment under capital lease at cost 
Less: accumulated amortization (3.824) (7,268) 

Net property and equipment under capital leases 3 3,578 $ 5,012 

Capital leases are collateralized by the leased assets. Our capital leases generally contain provisions 
whereby we can purchase the equipment at the end of the lease for the current fair market value, capped at 
18.5% of the original purchase pric&? Amortization of leased assets is included in depreciation and amortization 
expense. 

Future minimum payments under capital lease obligations consisted of the following at December 31, 2007: 

2008 
2009 
2010 
201 1 
2012 

Total minimum lease payments 
Less: amounts representing interest 

Present value of net minimum lease payments (including current portion of $1,783) 

$ 1,972 
1,151 

41 2 
117 . . .  
108 

3,760 
- 

(328) 
$ 3,432 

13. Common Stock 

submitted to a vote of stockholders. Our Class B stockholders are entitled to three votes for each share owned. 

14. Fair Value of Financial Instruments 

The fair values of our cash and cash equivalents, marketable securities, and long-term debt approximate 
their respective carrying values as of December 31,2007 and 2006. The carrying amounts of cash and cash 
equivalents, note receivable, accounts receivable and accounts payable approximate fair value because of the 
short maturity of these instruments. 

15. Income Taxes 

deferred tax provision due to our current loss position and uncertainty regarding the realization of our net 
deferred tax assets. 

Our Class A common stockholders are entitled to one vote for each share of stock held for all matters 

During the years ended December 31, 2007, and 2006, respectively, we did not record either a current or 
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Significant components of our deferred tax assets and liabilities at December 31 were: 

2007 2006 

Deferred tax assets: 
Net operating loss carryforward 
Net deferred tax assets from discontinued operations 

Depreciation and amortization 
Reserves and accrued expenses 
Deferred revenue 
Charitable contributions 

Deferred tax liabilities 
Total deferred tax assets 

(4) f6) 
Total deferred tax liabilities 

Net deferred tax asset 
Valuation allowance for 
Net deferred tax asset recognized in the consolidated balance sheets 

At December 31, 2007, we had U.S. federal net operating loss carryforwards for income tax purposes of 
approximately $107 million, which includes $31.2 million, acquired upon the acquisition of Xypoint in 2001. The 
net operating loss carryforwards acquired in connection with the purchase of Xypoint Corporation in 2001 will 
begin to expire in 2011. The remaining net operating loss carryforwards will expire from 2019 through 2026. 

The timing and manner in which we may utilize the net operating loss carryforwards in future tax years will 
be limited by the amounts and timing of future taxable income and by the application of the ownership change 
rules under Section 382 of the Internal Revenue Code. Utilization of the Xypoint net operating losses are 
limited as a result of ownership changes. As of December 31, 2007, the product of the remaining Xypoint net 
operating loss carrryforward period in comparison to the annual limitation amount, results in excess acquired 
tax attributes which will expire prior to utilization. Therefore, our deferred tax assets as of December 31, 2007 
were reduced for the po"rtion of the Xypoint net operating loss totaling, $3,566, as well as a portion of the 
research and development tax credit totaling $557, which cannot be used before they expire. 

The remaining U.S. federal net operating loss carryforwards may become subject to limitations under the 
Internal Revenue Code as well. We have state net operating loss carryforwards available which expire through 
2026, utilization of which will be limited in a manner similar to the federal net operating loss carryforwards. At 
December 31, 2007, $5 million of our deferred deductions related to stock options exercises. To the extent that 
carryforwards, when realized, relate to stock option deductions, the resulting benefits will be credited to 
stockholders' equity. We have established a full valuation allowance with respect to these federal and state 
loss carryforwards and other net deferred tax assets due to uncertainties surrounding their realization. 
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The reconciliation of the reported income tax benefit to the amount that would result by applying the 
U.S. federal statutory rate of 34% to loss from continuing operations for the year ended December 31 is as 
follows: 

2007 2006 2005 --- 
Income tax (benefit) at statutory rate $ (364) $ 653 $ (1,467) 
Expired Xypoint tax attributes as described above 1,894 - - 
Non deductible items 255 55 

(887) (2,241) 

(43) 
807 (537) 

Research and development tax credit (730) 
Change in state apportionment tax rates on deferred assets/liabilities (41) 
State tax (be (8)  
Other (14)- 

Total $ $$  

k compensaiion expense (705) 689 

52 
28 

16. Employee Benefit Plan 

requirements. Under the provisions of plan, the Company may contribute a discretionary match. The plan may 
also contribute a non-elective contribution determined by the Company. For 2007, the Company matched 35% 
of employee deferrals. The Company contribution was $0.6 million, $0.2 million and $0.1 million for the years 
ended December 31, 2007, 2006, and 2005 respectively. 

The Company maintains a 401 (k) plan covering defined employees who meet established eligibility 

17. Stock-based Compensation Plans 

plan. 
We maintain two stock-based compensation plans: a stock incentive plan, and an employee stock purchase 
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Stock lncentive Plan. We maintain a stock incentive plan that is administered by our Compensation 
Committee of our Board of Directors. Options granted under the plan vest over periods ranging from one to five 
years and expire 10 years from the date of grant. Under the principal share-based compensation plans, the 
Company may grant certain employees, directors and consultants options to purchase common stock, stock 
appreciation rights and restricted stock units. Options are rights to purchase common stock of the Company at 
the fair market value on the date of the grant. Stock appreciation rights are equity settled share-based 
compensation arrangements whereby the number of shares that will ultimately be issued is based upon the 
appreciation of the Company’s common stock and the number of awards granted to an individual. Restricted 
stock units are equity settled share-based compensation arrangements of a number of share of the Company’s 
common stock. Restricted stock unit holders do not have voting rights until the restrictions lapse. A summary of 
our stock option activity and related information consists of the following for the years ended December 31 (all 
share amounts in thousands): 

2007 2006 2005 
Weighted Weighted Weighted 

Outstanding, beginning of 
year 

Granted 
Exercised 
Forfeited 
Outstanding, end of year 

Exercisable. at end of 

Number of Number of 
Ave-ra g e 
Exercise 

Options Price 

2,908 

(880) 
(1 99) 

11,144 $ 3.69 11,622 

Options 

9,793 

Average Average 
Exercise Number of Exercise 

Price Options Price 

3.86 
2.42 
1.75 
3.26 

$ 3.62 

year 6,515 $ 4.14 6,823 $ 4.33 5,997 $ 4.55 
expected to 
d of year $ 3.69 $ 3.62 

Estimated 
weighted-average grant- 
date fair value of options 

2.42 

6.6 Years 7.0 Years 7.3 Years 

Exercise prices for options outstanding at December 31, 2007 ranged from $0.01 to $26.05 as follows (all 
share amounts in thousands): 

Weighted-Average 
Weighted-Average Remaining Weighted-Average 

Exercise Prices Contractual Life Exercise Prices 
Options of Options of Options Options of Options 

Exercise Prices Outstanding Outstanding Outstanding (years) Exercisable Exercisable 

$0.01 -$2.61 4,071 $ 2.31 7.07 
$2.61 - $5.21 4,848 $ 3.42 6.67 
$5.21 - $7.82 2,195 $ 6.75 5.58 
$7.82 - $26.0 30 $ 11.07 5.01 
Total end of year 11,144 6,515 

- 
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In calculating the fair value of our stock options using Black-Scholes for the years ended December 31, 
2007, 2006, and 2005, respectively, our assumptions were as follows: 

For the Years Ended 
December 31, 

2006 2005 -- 2007 
5.5 

4.24% - 4.90 
68.1% - 83% 78% 105% 

0% 0% 0% 

Prior to our initial public offering in 2000, we granted incentive stock options to employees and directors to 
purchase 885,983 sharesfof Class A Common Stock. The options were granted at an exercise price less than 
the estimated market value of Class A Common Stock at the date of grant. Net loss, as reported, includes $123 
of non-cash stock compensation expense related to these grants for the year-ended December 31,2005. 
These options had fully vested as of December 31, 2005, and accordingly we will not recognize any future 
expense related to these options. 

For the years ended December 31, 2007, 2006, and 2005, the Company granted a total of 89,600, 22,025, 
and 14,816 of restricted shares of ClassA Common Stock to directors and certain key executives. The 
restrictions expired at the end of one year for directors and expire in annual increments over three years for 
executives conditional on continued employment. The fair value of the restricted stock on the date of issuance 
is recognized as non-cash stock compensation expense over the period over which the restrictions expire. We 
recognized $328, $244, and $597 of non-cash stock compensation expense related to these grants for the 
years ended December 31, 2007, 2006, and 2005, respectively. We expect to record future stock 
compensation expense of $55 as a result of these restricted stock grants that will be recognized over the 
remaining vesting periods. 

employees an opportunity to purchase shares of our Class A Common Stock. The Plan allows for the purchase 
of 1,384,932 shares of our Class A Common Stock at a discount of 15% of the fair market value. The discount 
of 15% is calculated based on the average daily share price on either the first or the last day of each quarterly 
enrollment period, whichever date is more favorable to the employee. Option periods are three months in 
duration. As of December 31, 2007, 958,821 shares of Class A Common Stock have been issued under the 
Plan. Compensation expense relating to the Employee Stock Purchase Plan is not material. 

As of December 31, 2007, our total shares of Class A Common Stock reserved for future issuance is 
comprised of: 

Employee Stock Purchase Plan. We have an employee stock purchase plan (the Plan) that gives all 

(in thousands) 
Stock incentive plan 7,002 
Warrants (see Note 11) 1,750 
Employee stock purchase plan 426 

9,178 Total shares restricted for future use 
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Composition of non-cash stock compensation expense was as follows: 
Direct costs of revenue $ 2,080 $ 1,509 $ 16 
Research and development expense 867 558 11 
Sales and marketing expense 628 326 18 

758 723 675 General and administrative expense - - -  
$ 4,333 !$ 3,116 $720 - - -  Total non-cash stock compensation expense 

18. Operating Leases 

We lease certain office space and equipment under non-cancelable operating leases that expire on various 
dates through 2015. Future minimum payments under non-cancelable operating leases with initial terms of one 
year or more consisted of the following at December 31, 2007: 

2008 ,428 
2009 - 2010 4,369 
2011 - 2012 1,593 

3 10,278 
Beyond 891 

ur leases include our offices in Annapolis, Maryland under a lease expiring in March 2008, a second 
facility in Annapolis under a lease expiring in April 2008, a facility in Seattle, Washington under a lease expiring 
in September 2010, a facility in Oakland, California under a lease expiring August 2009, and a facility in 
Tampa, Florida under a lease expiring in December 2009 and a production facility in Tampa, Florida under a 
lease expiring in December 2015. The Annapolis facilities are utilized for executive and administrative offices, 
as well as portions of our Commercial and Government Segments. We currently negotiating extension of 
our lease terms for our Annapolis facilities. The Seattle and Oakland fa es are utilized by our Commercial 
Segment and the Tampa facility is utilized by our Government Segment. Future payments on all of our leases 
are estimated based on future payments including the minimum future rent escalations, if any, stipulated in the 
respective agreements. 

Rent expense for continuing operations was $3,823, $3,603, and $3,480 for the years ended December 31, 
2007, 2006, and 2005, respectively. 

19. Concentrations of Credit Risk and Major Customers 

of accounts receivable and unbilled receivables. Those customers that comprised 10% or more of our 
revenues, accounts receivable, and unbilled receivables from continuing operations are summarized in the 
following tables. 

% of Total Revenues For the 
Year Ended December 31, 

2006 

Financial instruments that potentially subject us to significant concentrations of credit risk consist primarily 

2005 - - Customer Segment 2007 

US. Government Government 37% 25% 17% 
Customer A Commercial 20% 20% 17% 
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Notes to Consolidated Financial Statements - (Continued) 
(amounts in thousands, except share and per share data) 

As of December 31 ,2007  As of December 31,2006 
Accounts Unbilled Accounts Unbilled 

Customer Receivable Receivables Receivable Receivables 
U.S. Governm 40% 66% 24% 36% 
Customer A <I 0% < I O %  < I O %  10% 
Customer B 11% <I 0% 11 % <IO% 

As of December 31,2007, our total exposure to credit risk was $23,689 based on the amount due to us by 
the above customers. As of December 31,2006 and 2005, our exposure to such risks was $12,645 and 
$15,598 respectively. We did not experience significant losses from amounts due to us by any customers for 
the year ended December 31, 2007. 

20. Business and Geographic Segment Information 

Our two reporting segments are the Commercial Segment and the Government Segment. 

Our Commercial Segment products and services enable wireless carriers to deliver short text messages, 
location information, internet content, and other enhanced communication services to and from wireless 
phones. Our Commercial Segment also provides €9-1-1 services, commercial locatJon-based services, 
inter-carrier text message distribution services, and carrier technology on a hosted, or service bureau, basis. 
We also earn subscriber revenue through wireless applications including our Rand McNallym Traffic 
application. 

including our SwiftLinkB deployable communication systems. We also own and operate secure satellite 
teleport facilities, resell access to satellite airtime (known as space segment), and provide communication 
systems integration, information technology services, and software systems and services to the 
U.S. Department of Defense and other government customers. 

regarding segment assets. Accordingly, asset information by reportable segment is not presented. 

i 

Our Government Segment designs, assembles, sells and maintains data network communication systems, 

Management evaluates segment performance based on gross profit. We do not maintain information a 
For the years ended December 31, 2007, 2006, and 2005, respectively, our revenues include 

approximately $5,551, $7,349, and $6,874 of revenues generated from customers outside of the United States. 
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( amoun t s  in t h o u s a n d s ,  e x c e p t  s h a r e  a n d  per  s h a r e  data)  

The following table sets forth results for our reportable segments as of December 31, 2007. All revenues 
reported below are from external customers. A reconciliation of segment gross profit to net loss for the 
respective periods is also included below: 

Year ended December 31, 

Comm. Total Comm. Gvmt Total Comm. Gvmt Total 
2007 2006 2005 

-Gvmt ------- 
58,793 $ 29,269 $ 28,639 $ 88,380 $ 54,198 $ 20,774 $ 

Services gross 

Systems gros 
profit 29,447 6,454 35,901 28,332 7.508 35,840 28,313 7,429 35,742 

profit 6.703 18,200 12.008 6.665 18.673 5.958 
45 204 Total Gross Profit 3 40,944 $ 13,157 $ 54,101 $ 40,340 $ 14,173 $ 54 513 $ 34.271 $ 10.933 $ . 

2007 

Research and development expense (1 3,072) 
Sales and marketing expense (11,917) 

(1 9,334) 
(6,200) 

Total segment gross profit $ 54,101 

Net loss $ (1.289) 
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TeleCommunication Systems, fnc. 

Notes to  Consolidated Financial Statements - (Continued) 
(amounts in thousands, except share and per share data) 

21. Quarterly Financial Information (Unaudited) 

and 2006. The quarterly information has not been audited, but in our opinion, includes all normal recurring 
adjustments, which are, in the opinion of the Management, necessary for fair statement of the results of the 
interim periods. 

The following is a summary of the quarterly results of operations for the years ended December 31, 2007 

Revenue 
Gross profit 
Income (loss) from continuing operations 
Income (loss) from discontinued operations 
Net income (loss) 
Earnings per share - basic from continuing 

Loss per share - basic from discontinued 

Net loss per share - basic 
Earnings per share - diluted from continuing 

Income (loss) per share - diluted from 

Net income (loss) per share -diluted 

operations 

operations 

operations 

discontinued operations 

Revenue 
Gross profit 
income from continuing operations 
LOSS from discontinued operations 
Net loss 
Earnings per share - basic from continuing 

LOSS per share -basic from discontinued 

Net loss per share - basic 
Earnings per share - diluted from continuing 

Loss per share -diluted from discontinued 

Net loss per share -diluted 

operations 

operations 

operations 

operations 

2007 
Three Months Ended 

(unaudited) 
March 31 June 30 September 30 December 31 

$ 34,119 $ 35,336 $ 37,635 $ 37,078 
$ 14,295 $ 10,681 $ 14,138 $ 14,987 
$ 767 $ (5,993) $ 1,716 $ 2,498 

(1 24) (1 45) 54 (61) 
9 643 $ ( 6,138) $ 1,770 $ 2.437 

$ 0.02 $ (0.15) $ 0.04 $ 0.06 

$ (0 00) 9 0 00 
9 0.02 3 (0.19 $ 0.04 !J 0.06 

$ 0.02 $ (0.15) $ 0.04 $ 0.06 

9 (0.00) 9 (0 00) 9 0.00 9 (0.00) 
0 02 $ (0.15) 9 0.04 $ 0.06 

2006 
Three Months Ended 

(unaudited) 
March 31 June 30 September 30 December 31 

9 31,686 $ 31,943 9 31,810 $ 30,496 
$ 13,562 $ 14,240 9 13,574 $ 13,136 
$ 342 $ 759 $ 761 $ 111 

(2.054) (2.314) (1 4,5 1 0) (4.793) 
3 (1,712) $ ( 1,555) $ (13,749) $ (4,682) 

$ 0.01 $ 0.02 $ 0.02 $ 0.00 

9 (0.05) $ (0.06) $ (0.37) $ (0.12) 
$ (0.04) $ (0.04) $ (0.35) 3 (0.12) 

$ 0.01 $ 0.02 $ 0.02 $ 0.00 

$ (0.05) 5 (0.06) $ (0.37) 9 (0.21) 
(0.04) $ (0.04) $ (0.35) $ (0.11) 
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22. Commitments and Contingencies 

In October 2006, two former shareholders of Xypoint Corporation sued the former officers and directors of 
that corporation for breach of fiduciary duty and violation of certain Washington state securities and consumer 
protection acts when they approved, and recommended that shareholders approve the merger of Xypoint into 
TeleCommunication Systems, Inc. The plaintiffs requested unspecified damages. The merger agreement from 
2001 provided that we would indemnify the officers and directors of Xypoint for a period of six years after the 
merger (ending January 2007) for their actions in approving the merger. In December 2006, the complaint was 
amended to include TCS as a defendant, as the successor-in-interest to Xypoint Corporation and Windward 
Acquisition Corporation (our acquisition subsidiary), both extinguished corporations. On May 7, 2007, the 
Honorable Jeffrey M. Ramsdell of the King County Superior Court (Washington) entered an order dismissing 
the complaint, with prejudice. On October 19, 2007, the plaintiffs filed an appeal of the dismissal order with the 
Washington Court of Appeals. We have purchased Directors and Officers insurance policies to cover claims 
against the former officers and directors of Xypoint and us, and believe that one or both of those insurance 
policies may cover some or all of the costs of this lawsuit. We intend to continue to defend the appeal 
vigorously. Although we believe a material loss is remote, we can make no assurances that the outcome will 
be favorable to us or that the insurance policies will be sufficient to cover the costs incurred or any judgment 
amounts that may result. 

(now Sybase 365, a subsidiary of Sybase Inc.) and WiderThan Americas for patent infringement related to 
U.S. patent No. 6,985,748, Inter-Carrier Short Messaging Service Providing Phone Number Only Experience, 
issued to the Company. We resolved the matter with regard to WiderThan Americas, and during the second 
quarter of 2007 we received a favorable jury decision that Sybase 365 infringed the claims of our patent. The 
jury awarded us a one-time monetary payment in excess of $10 million for past damages and a 12% royalty. 
The jury also found Sybase 365’s infringement willful and upheld the validity of the patent. The jury’s findings 
remain subject to post trial motions. After the judge rules on the post trial motions, either side may appeal to 
the US Court of Appeals for the Federal Circuit. There can be no assurances to what extent the matter will 
continue to be successful, if at all. Additionally, we could be subject to counter claims. 

and a director, and several investment banks that were the underwriters of our initial public offering (the 
“Underwriters”): Highsfein v Telecommunicafion Systems, lnc., e f  ai., United States District Court for the 
Southern District of New York, Civil Action No. 01-CV-9500. The plaintiffs seek an unspecified amount of 
damages. The lawsuit purports to be a class action suit filed on behalf of purchasers of our common stock 
during the period August 8, 2000 through December 6, 2000. The plaintiffs allege that the Underwriters agreed 
to allocate common sto& offered for sale in our initial public offering to certain purchasers in exchange for 
excessive and undisclosed commissions and agreements by those purchasers to make additional purchases 
of common stock in the aftermarket at pre-determined prices. The plaintiffs allege that all of the defendants 
violated Sections 11, 12 and 15 of the Securities Act, and that the underwriters violated Section 10(b) of the 
Securities Exchange Act, and Rule lob-5 promulgated thereunder. The claims against us of violation of 
Rule lob-5 have been dismissed with the plaintiffs having the right to re-plead. We will continue to defend the 
lawsuit vigorously. On February 15, 2005, the District Court issued an Order preliminarily approving a 
settlement agreement among class plaintiffs, all issuer defendants and their insurers, provided that the parties 
agree to a modification narrowing the scope of the bar order set forth in the settlement agreement. The parties 
agreed to a modification narrowing the scope of the bar order, and on August 31, 2005, the court issued an 
order preliminarily approving the settlement. On December 5, 2006, the United States Court of Appeals for the 
Second Circuit overturned the District Court’s certification of the class of plaintiffs who are pursuing the claims 
that would be settled in the settlement against the underwriter defendants. Plaintiffs filed a Petition for 
Rehearing and Rehearing En Banc with the Second Circuit on January 5, 2007 in response to the Second 
Circuit’s decision, and have informed the 

On July 12, 2006, we filed suit in the US District Court for the Eastern District of Virginia against Mobile 365 

In November 2001, a shareholder class action lawsuit was filed against us, certain of our current officers 
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District Court that they would like to be heard by the District Court as to whether the settlement may still be 
approved even if the decision of the Court of Appeals is not reversed. The District Court indicated that it would 
defer consideration of final approval of the settlement pending plaintiffs’ request for further appellate review. 
We intend to continue to defend the lawsuit until the settlement has received final approval or the matter is 
resolved otherwise. More than 300 other companies have been named in nearly identical lawsuits that have 
been filed by some of the same law firms that represent the plaintiffs in the lawsuit against us, and we believe 
that the majority of those companies will participate in the same settlement if approved. 

We are subject to certain litigation, claims and assessments which occur in the normal course of business. 
Based on consultation with our legal counsel, management is of the opinion that such matters, when resolved, 
will not have a material impact on our consolidated results of operations, financial position or cash flows. 

23. Related Party Transactions 
In February 2003, we entered into an agreement with Annapolis Partners LLC to explore the opportunity of 

relocating our Annapolis offices to a planned new real estate development. Our President and Chief Executive 
Officer owns a controlling voting and economic interest in Annapolis Partners LLC and he also serves as a 
member. The financial and many other terms of the agreement have not yet been established. The lease is 
subject to several contingencies and rights of termination. For example, the agreement can be terminated at 
the sole discretion of our Board of Directors if the terms and conditions of the development are unacceptable to 
us, including without limitation the circumstances that market conditions make the agreement not favorable to 
us or the overall cost is not in the best interest to us or our shareholders, or any legal or regulatory restrictions 
apply. Our Board of Directors will evaluate this opportunity along with alternatives that are or may become 
available in the relevant time periods and there is no assurance that we will enter into a definitive agreement at 
this new development site. 
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SIGNATURES 

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant 
has duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized. 

TeleCommunication Systems, Inc. 

By: 1 
Maurice B. Tose 

Chief Execufive Officer; President and 
Chairman of the Board 

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by 
the following persons on behalf of the registrant and in the capacities and on the dates indicated. The 
undersigned hereby constitute and appoint Maurice B. Tose, Thomas M. Brandt, Jr. and Bruce A. White, and 
each of them, their true and lawful agents and attorneys-in-fact with full power and authority in said agents and 
attorneys-in-fact, and in any one or more of them, to sign for the undersigned and in their respective names as 
directors and officers of TeleCommunication Systems, any amendment or supplement hereto. The 
undersigned hereby confirm all acts taken by such agents and attorneys-in-fact, and any one or more of them, 
as herein authorized 

Name Title Date 

Is/ Maurice B. Tose 

Maurice B. To& 
lsl Thomas M. Brandt, Jr. 

Thomas M. Brandt, Jr. 
l s l  James M. Bethmann 

Chief Executive Officer, President and 
Chairman of the Board (Principal Executive 
Officer) 
Chief Financial Officer and Senior Vice 
President (Principal Financial ORicer) 

Director 

James M. Bethmann 
ls l  Clyde A. Heintzelman Director 

Clyde A. Heintzelman 

Richard A. Kozak 
lsl Weldon H. Latham 

ls l  Richard A. Kozak Director 

Director 

Weldon H. Latham 
/s/ Byron F. Marchant 

Byron F. Marchant 

Director 
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Amended and Restated Articles of Incorporation. (Incorporated by reference to the company's Quarterly 
Report on Form IO-Q for the quarter ended June 30,2004) 
Second Amended and Restated Bylaws. (Incorporated by reference to the company's Quarterly Report on 
Form 10-Q for the quarter ended June 30,2004) 
Form of Class A Common Stock certificate. (Incorporated by reference to the company's Registration 
Statement on Form S- I  (No. 333-35522)) 
Warrants to Purchase Common Stock issued pursuant to the Securities Purchase Agreement for each of the 
investors party to the Securities Purchase Agreement dated January 13,2004. (Incorporated by reference to 
the company's Current Report on Form 8-K filed on January 23,2004) 
Note Purchase Agreement dated March 13,2006 by and among the company and the Purchasers named 
therein (Incorporated by reference to the company's Annual Report on Form 10-K, as amended, for the year 
ended December 31,2005) 
Warrants to Purchase Common Stock issued pursuant to the Note Purchase Agreement dated March 13, 
2006 to each of the Purchasers named therein (Incorporated by reference to the company's Annual Report 
on Form 10-K, as amended, for the year ended December 31,2005) 
Notes issued pursuant to the Note Purchase Agreement dated March 13, 2006 to each of the Purchasers 
named therein (Incorporated by reference to the company's Annual Report on Form IO-K, as amended, for 
the year ended December 31, 2005) 
Registration Rights Agreement dated March 13, 2006 by and among the company and the Investors named 
therein (Incorporated by reference to the company's Annual Report on Form 10-K, as amended, for the year 
ended December 31, 2005) 
Intellectual Property Security Agreement dated March 13, 2006 by and among the company, Bonanza Master 
Fund Ltd., as Agent, and the Secured Parties named therein (Incorporated by reference to the company's 
Annual Report on Form IO-K, as amended, for the year ended December 31,2005) 
Subordination Agreement dated March 13, 2006 by and among the company, Silicon Valley Bank, and the 
Purchasers named therein (Incorporated by reference to the company's Annual Report on Form 10-K, as 
amended, for the year ended December 31,2005) 
West Garrett Office Building Full service Lease Agreement dated October 1, 1997 by and between the 
company and West Garrett Joint Venture. (Incorporated by reference to the company's Registration 
Statement on Form S- I  (No. 333-35522)) 
Form of Indemnification Agreement. (Incorporated by reference to the company's Registration Statement on 
Form S-I (No. 333-35522)) 
Fourth Amended and Restated 1997 Stock Incentive Plan. (Incorporated by reference to Appendix A to the 
company's definitive proxy statement for its 2004 Annual Meeting of stockholders as filed with the SEC on 
June 17,2004 (No. 000-30821)) 
First Amended and Restated Employee Stock Purchase Plan. (Incorporated by reference to the company's 
Registration Statement on Form S-8 (No. 333-1 36072)) 
Optionee Agreement dated October 1, 1997 by and between the company and Richard A. Young. 
(Incorporated by reference to the company's Registration Statement on Form S-1 (No. 333-35522)) 
Optionee Agreement dated July 29, 1998 by and between the company and Richard A. Young. (Incorporated 
by reference to the company's Registration Statement on Form S- I  (No. 333-35522)) 
Optionee Agreement dated October 1, 1997 by and between the company and Thomas M. Brandt, Jr. 
(Incorporated by reference to the company's Registration Statement on Form S-1 (No. 333-35522)) 
Optionee Agreement dated July 29, 1998 by and between the company and Thomas M. Brandt, Jr. 
(Incorporated by reference to the company's Registration Statement on Form S-1 (No. 333-35522)) 
Optionee Agreement dated April 1, 1999 by and between the company and Thomas M. Brandt, Jr. 
(Incorporated by reference to the company's Registration Statement on Form S-I  (No. 333-35522)) 
401(k) and Profit Sharing Plan of the company dated January 1, 1999. (Incorporated by reference to the 
company's Registration Statement on Form S-4 (No. 333-51 656)) 
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10.11t Employment Agreement dated February 1,2001 by and between the company and Richard A. Young. 

(Incorporated by reference to the company’s Quarterly Report on Form 10-Q for the quarter ended 
September 30,2001) 

10.12t Employment Agreement dated February 1,2001 by and between the company and Thomas M. Brandt. 
(Incorporated by reference to the company’s Quarterly Report on Form 10-Q for the quarter ended 
September 30, 2001) 

10.13t Employment Agreement dated February 1,2001 by and between the company and Drew A. Morin. 
(Incorporated by reference to the company’s Quarterly Report on Form 10-Q for the quarter ended 
September 30, 2001) 

10.14t Employment Agreement dated February 1,  2001 by and between the company and Timothy J. Lorello. 
(incorporated by reference to the company’s Quarterly Report on Form 1 0 4  for the quarter ended 
September 30, 2001) 

10.15$ Services Integration Agreement dated January 31,2002 by and between the company and Hutchison 3G. 
(Incorporated by reference to the company’s Annual Report on Form IO-K for the year ended December 31, 
2001) 

10.16 Deed of Lease by and between Annapolis Partner, LLC and the company. (Incorporated by reference to the 
company’s Annual Report on Form 10-K for the year ended December 31,2002) 

10.17t Restricted stock award certificate to Mr. Thomas M. Brandt, Jr. (Incorporated by reference to the company’s 
Quarterly Report on Form IO-Q for the quarter ended September 30,2003) 

10.18t Restricted stock award certificate to Mr. Thomas M. Brandt, Jr. (Incorporated by reference to the company’s 
Quarterly Report on Form 10-Q for the quarter ended September 30,2003) 

10.19t Restricted stock award certificate to Mr. Clyde A. Heintzelman. (Incorporated by reference to the company’s 
Quarterly Report on Form IO-Q for the quarter ended September 30,2003) 

10.20t Restricted stock award certificate to Mr. Richard A. Kozak. (Incorporated by reference to the company’s 
Quarterly Report on Form 10-Q for the quarter ended September 30,2003) 

10.21t Restricted stock award certificate to Mr. Weldon H. Latham. (Incorporated by reference to the company’s 
Quarterly Report on Form 10-Q for the quarter ended September 30,2003) 

10.22t Restricted stock award certificate to Mr. Timothy J. Lorello. (Incorporated by reference to the company’s 
Quarterly Report on Form 10-Q for the quarter ended September 30,2003) 

10.23t Restricted stock award certificate to Mr. Timothy J. Lorello. (Incorporated by reference to the company’s 
Quarterly Report on Form 10-Q for the quarter ended September 30, 2003) 

10.24t Restricted stock award certificate to Mr. Bryon F. Marchant. (Incorporated by reference to the company’s 
Quarterly Report on Form 10-Q for the quarter ended September 30,2003) 

10.25t Restricted stock award certificate to Mr. Drew A. Morin. (Incorporated by reference to the company’s 
Quarterly Report on Form 10-Q for the quarter ended September 30,2003) 

10.26t Restricted stock award certificate to Mr. Drew A. Morin. (Incorporated by reference to the company’s 
Quarterly Report on Form 10-0 for the quarter ended September 30, 2003) 

10.27t Restricted stock award certificate to Mr. Maurice B. Tose. (Incorporated by reference to the company’s 
Quarterly Report on Form 10-Q for the quarter ended September 30,2003) 

10.28t Restricted stock award certificate to Mr. Maurice B. Tose. (Incorporated by reference to the company’s 
Quarterly Report on Form IO-Q for the quarter ended September 30,2003) 

10.29t Restricted stock award certificate to Mr. Kevin M. Webb (Incorporated by reference to the company’s 
Quarterly Report on Form 10-Q for the quarter ended September 30,2003) 

10.30t Restricted stock award certificate to Mr. Kevin M. Webb. (Incorporated by reference to the company’s 
Quarterly Report on Form 10-Q for the quarter ended September 30,2003) 

10.311- Restricted stock award certificate to Mr. Richard A. Young. (Incorporated by reference to the company’s 
Quarterly Report on Form IO-Q for the quarter ended September 30,2003) 

10.32t Restricted stock award certificate to Mr. Richard A. Young. (Incorporated by reference to the company’s 
Quarterly Report on Form I O - Q  for the quarter ended September 30,2003) 
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Registration Rights Agreement dated as of December 18, 2003 by and among the company and the 
investors party to the 2003 SPA. (Incorporated by reference to Exhibit 10 to the company's Current Report on 
Form 8-K dated December 18, 2003) 
Trademark License Agreement by and amgng Aether, TSYS and the company dated as of January 13,2004. 
(Incorporated by reference to the company's Current Report on Form 8-K filed on January 23, 2004) 
Registration Rights Agreement by and between the company and Aether dated as of January 13, 2004. 
(Incorporated by reference to the company's Current Report on Form 8-K filed on January 23, 2004) 
Amended and Restated Loan and Security Agreement by and between the company and Silicon Valley Bank. 
(Incorporated by reference to the company's Quarterly Report on Form '10-Q for the quarter ended 
September 30, 2004) 
Restricted stock award certificate to Mr. Clyde A. Heintzelman (Incorporated by reference to the company's 
Annual Report on Form 10-K, as amended, for the year ended December 31,2005) 
Restricted stock award certificate to Mr. Richard A. Kozak (Incorporated by reference to the company's 
Annual Report on Form IO-K, as amended, for the year ended December 31, 2005) 
Restricted stock award certificate to Mr. Weldon F. Latham (Incorporated by reference to the company's 
Annual Report on Form 10-K, as amended, for the year ended December 31,2005) 
Restricted stock award certificate to Mr. Byron F. Marchant (Incorporated by reference to the company's 
Annual Report on Form 10-K, as amended, for the year ended December 31,2005) 
Second Amended and Restated Loan and Security Agreement by and between the Company and Silicon 
Valley Bank (Incorporated by reference to the company's Quarterly Report on Form 10-Q for the quarter 
ended September 30, 2005) 
Form of Incentive Stock Option Agreement 
Form of Non-Qualified Stock Option Agreement 
Form of Restricted Stock Grant Agreement 
Supplemental Financial Statement Schedule I I  
Subsidiaries of the Registrant 
Consent of Ernst &Young LLP 
Consent of James Cowper 
Certification pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 302 of the Sarbanes-Oxley 
Act of 2002 
Certification pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 302 of the Sarbanes-Oxley 
Act of 2002 
Certification pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 302 of the Sarbanes-Oxley 
Act of 2002 
Certification pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 302 of the Sarbanes-Oxley 
Act of 2002 
Report of Independent Auditors- James Cowper - 

Management contract, compensatory plans or arrangement required to  b e  filed as an exhibit pursuant to  
I tem 15(a)(3) of Form IO-K. 
Confidential treatment has been for certain portions of this Exhibit pursuant to Rule 24b-2 of the Securities 
Exchange Act of 1934, as  amended, which portions have been omitted and filed separately with the 
Securities and Exchange Commission. 
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a Exhibit  10.47 

Incentive Stock Option Grant Agreement 

Under The 

TeleCommunication Systems, Inc. 

Fif th Amended and Restated 1997 Stock Incentive Plan 

1. Terminolouv. All capitalized words that are not defined in this Agreement have the meanings ascribed to them in the 
Plan. For purposes of this Agreement, the terms below have the following meanings: 

(a) “Cause” has the meaning ascribed to such term or words of similar import in the Employee’s written 
employment or service contract with the Company and, in the absence of such agreement or definition, means: (i)  the 
willful commission by the Employee of a criminal or other act that causes or is likely to cause substantial economic 
damage to the Company or substantial injury to the business reputation of the Company; (ii) the commission by the 
Employee of an act of fraud in the performance of such Employee’s duties on behalf of the Company; or (iii) the 
continuing willful failure of the Employee to perform the duties of such Employee to the Company (other than such failure 
resulting from the Employee’s incapacity due to physical or mental illness), all as determined by the Administrator, which 
determination will be conclusive. For purposes of this Agreement, no act, or failure to act, on the Employee’s part shall be 
considered ”willful” unless done or omitted to be done by the Employee not in good faith with the reasonable belief that 
the Employee’s action or omission was in the best interest of the Company. 

(b) “Change in Confror means: ( i )  an acquisition (other than from the Company) in a transaction, or a series of 
related transactions, by any person, entity or “group,” within the meaning of Section 13(d)(3) or 14(d)(2) of the Securities 
Exchange Act of 1934 (the “Exchange Acf‘),  (excluding for this purpose, (A) the Company or its subsidiaries, (B) any 
employee benefit plan of the Company or its subsidiaries which acquires beneficial ownership of voting securities of the 
Company, (C) an underwriter temporarily holding securities pursuant to an offering of such securities, or (D) any 
corporation owned, directly or indirectly, by the stockholders of the Company in substantially the same proportions as their 
ownership of the then outstanding voting securities of the Company entitled to vote generally in the election of directors) 
of beneficial ownership, within the meaning of Rule 13d-3 promulgated under the Exchange Act, of 50% or more of either 
the then outstanding shares of common stock or the combined voting power of the Company’s then outstanding voting 
securities entitled to vote generally in the election of directors (the “Company Vofing Stock“); (ii) the effective time of any 
merger, share exchange, consolidation or other reorganization or business combination of the Company if immediately 
after such transaction persons who hold a majority of the outstanding voting securities entitled to vote generally in the 
election of directors of the surviving entity (or the entity owning 100% of such surviving entity) are not persons who held 
the Company Voting Stock immediately prior to such transaction; (iii) the closing of a sale or conveyance of all or 
substantially all of the assets of the Company; (iv) individuals who were the Board’s nominees for election as directors 
immediately prior to a meeting of the stockholders of the Company involving an actual or threatened election contest 
relating to the election of the directors of the Company, as such terms are used in Rule 14a-11 of Regulation 14A 
promulgated under the 
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Exchange Act, cease to constitute a majority of the Board following the election; or (v) the dissolution or liquidation of the 
Yompany; provided, however, that the term “Change in Control” does not include a public offering of capital stock of the 
Gompany that is effected pursuant to a registration statement filed with, and declared effective by, the Securities and 
Exchange Commission under the Securities Act of 1933. 

requires. 
(c) “Company” includes TeleCommunication Systems, Inc. and its Affiliates, except where the context otherwise 

(d) “Option Shares” mean t h e  shares of Common Stock underlying the Options. 

(e) “Total andPermanenf Disability” means the inability to engage in any substantial gainful activity by reason of 
any medically determinable physical or mental impairment which can be expected to result in death or which has lasted or 
can be expected to last for a continuous period of not less than twelve months. The Administrator may require such proof 
of Total and Permanent Disability as the Administrator in its sole discretion deems appropriate and the Administrator’s 
good faith determination as to whether the Employee is totally and permanently disabled will be final and binding on all 
parties concerned. 

2. Vestinq. The Options vest in accordance with the vesting schedule identified in the Stock Option Certificate which is 
attached hereto and constitutes a part of the Agreement (the “Vesting Schedule”), so long as the Employee is in the 
continuous employ of, or in a service relationship with, the Company from the Grant Date through the applicable date 
upon which vesting is scheduled to occur. No vesting will accrue to any Options after the Employee ceases to be in either 
an employment or other service relationship with the Company. 

3. Exercise of Options. 

(a) Right to Exercise. The Employee may exercise the Options to the extent vested at any time on or before the 
Expiration Date or the earlier termination of the Options, unless otherwise provided in this Agreement. Section 4 below 
describes certain limitations on exercise of the Options that apply in the event of the Employee’s death, Total and 
Permanent Disability, discharge by the Company without Cause or other termination of employment or other service 
relationship with the Company. The Options may be exercised only in multiples of whole shares and may not be exercised 
at any one time as to fewer than one hundred shares (or such lesser number of shares as to which the Options are then 
exercisable). No fractional shares will be issued under the Options. 

(b) Exercise Procedure. In order to exercise the Options, the following items must be delivered to theAdministrator 
refore the expiration or termination of the Options: (i) an exercise notice, in such form as the Administrator may require 

lrom time to time, specifying the number of Option Shares to be purchased, and (ii) full payment of the Exercise Price for 
such Option Shares or properly executed, irrevocable instructions, in such form as the Administrator may require from 
time to time, to effectuate a broker-assisted cashless exercise, each in accordance with Section 3(c) of this Agreement. 
An exercise will not be effective until all of the foregoing items are received by the Administrator. 
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(c) Method of Pavment. Payment of the Exercise Price may be made by delivery of cash, certified or cashier’s 
check, money order or other cash equivalent acceptable to the Administrator in its discretion, a broker-assisted cashless 
exercise in accordance with Regulation T of the Board of Governors of the Federal Reserve System through a brokerage 
firm approved by the Administrator, or a combination of the foregoing. In addition, payment of the Exercise Price may be 
made by any of the following methods, or a combination thereof, as determined by the Administrator in its discretion at the 
time of exercise: 

(i) by tender (via actual delivery or attestation) to the Company of other shares of Common Stock of the Company 
which have a Fair Market Value on the date of tender equal to the Exercise Price, providedthat such shares have been 
owned by the Employee for a period of at least six months free of any substantial risk of forfeiture or were purchased on 
the open market without assistance, direct or indirect, from the Company; 

the Administrator; or 
(ii) by delivery of the Employee’s full recourse promissory note payable to the Company in a form approved by 

(iii) by any other method approved by the Administrator. 

(d) Issuance of Shares w o n  Exercise. Upon exercise of the Options in accordance with the terms of this 
Agreement, the Company will issue to the Employee, the brokerage firm specified in the Employee’s delivery instructions 
pursuant to a broker-assisted cashless exercise, or such other person exercising the Options, as the case may be, the 
number of shares of Common Stock so paid for, in the form of fully paid and nonassessable stock. The Company will 
deliver stock certificates for the Option Shares as soon as practicable after exercise, which certificates will, unless such 
Option Shares are registered or an exemption from registration is available under applicable federal and state law, bear a 
legend restricting transferability of such shares. 

4. Termination of Emdovment or Service. 

(a) Exercise Period Followinu Cessation of Emplovment or Other Service Relationship. In General. If the Employee 
ceases to be employed by, or in a service relationship with, the Company for any reason other than death, Total and 
Permanent Disability, or discharge by the Company without Cause, the Options terminate in their entirety, regardless of 
whether the options are vested, immediately upon the Employee’s termination of employment or other service 
relationship. 

(b) Termination bv the ComDanv Without Cause. In the event the Employee’s employment or other service 
relationship is terminated by the Company without Cause, (i) the unvested Options, after giving effect to the provisions of 
Section 2 of this Agreement, terminate immediately upon such cessation, and (ii) the vested Options remain exercisable 
during the 90-day period following such cessation, but in no event after the Expiration Date. Unless sooner terminated, the 
vested Options terminate upon the expiration of such 90-day period. 

(c) Disabilitv of Emdovee. Notwithstanding the provisions of Section 4(a) above, if the Employee ceases to be 
employed by, or in a service relationship with, the Company as a result of the Employee’s Total and Permanent Disability, 
(i) the unvested 

- 3 -  

a 

Source: TELECOMMUNICATION SY, 10-K, March 05, 2008 
~ 



Options, after giving effect to the provisions of Section 2 of this Agreement, terminate immediately upon such cessation, 
m d  (ii) the vested Options remain exercisable during the six-month period following such cessation, but in no event after 
the Expiration Date. Unless sooner terminated, the vested Options terminate upon the expiration of such six-month 
period, 

(d) Death of Employee. If the Employee dies prior to the expiration or other termination of the Options, (i) the 
unvested Options, after giving effect to the provisions of Section 2 of this Agreement, terminate immediately upon the 
Employee’s death, and (ii) the vested Options remain exercisable during the six-month period following the Employee’s 
death, but in no event after the Expiration Date, by the Employee’s executor, personal representative, or the person(s) to 
whom the Options are transferred by will or the laws of descent and distribution. Unless sooner terminated, the vested 
Options terminate upon the expiration of such six-month period. 

regardless of whether the Options are vested, immediately upon the Employee’s discharge of employment or other 
service relationship for Cause or upon the Employee’s commission of any of the following acts during any period following 
the cessation of employment or other service relationship during which the Options otherwise would be exercisable: 
(i) fraud on or misappropriation of any funds or property of the Company, or (ii) breach by the Employee of any provision 
of any employment, non-disclosure, non-competition, non-solicitation, assignment of inventions, or other similar 
agreement executed by the Employee for the benefit of the Company, as determined by theAdministrator, which 
determination will be conclusive. 

(9 Chanue in Status. If the Employee’s relationship with the Company ceases to be a “common law employee” 
relationship but the Employee continues to provide bona fide services to the Company following such cessation in a 
different capacity, including without limitation as a director, consultant or independent contractor, then a termination of 
employment or other service relationship shall not be deemed to have occurred for purposes of this Section 4 upon such 
change in relationship. Notwithstanding the foregoing, the Options shall not be treated as incentive stock options within 
the meaning of Code section 422 with respect to any exercise that occurs more than 90 days after such cessation of the 
common law employee relationship (except as otherwise permitted under Code section 421 or 422). 

5. Nontransferabilitv of ODtions. These Options are nontransferable otherwise than by will or the laws of descent and 
distribution and during the lifetime of the Employee, the Options may be exercised only by the Employee or, during the 
period the Employee is under a legal disability, by the Employee’s guardian or legal representative. Except as provided 
3bove, the Options may not be assigned, transferred, pledged, hypothecated or disposed of in any way (whether by 
operation of law or otherwise) and shall not be subject to execution, attachment or similar process. 

6. Qualified Nature of the Options. The Options are intended to qualify as incentive stock options within the meaning of 
Code section 422 (“Incentive Stock Options”), to the fullest extent permitted by Code section 422, and this Agreement 
shall be so construed. Pursuant to Code section 422(d) the aggregate fair market value (determined as of the Grant Date) 
of shares of Common Stock with respect to which all Incentive Stock Options first become exercisable by the Employee in 
any calendar year under the Plan or any other plan of the 
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Company (and its parent and subsidiary corporations, within, the meaning of Code section 424(e) and ( f ) ,  as may exist 
from time to time) may not exceed $1 00,000 or such other amount as may be permitted froni time to time under Code 
section 422. To the extent that such aggregate fair market value exceeds $100,000 or other applicable amount in any 
calendar year, such stock options will be treated as nonstatutory stock options with respect to the amount of aggregate 
fair market value thereof that exceeds the Code section 422(d) limit. For this purpose, the Incentive Stock Options will be 
taken into account in the order in which they were granted. In such case, the Company may designate the shares of 
Common Stock that are to be treated as stock acquired pursuant to the exercise of Incentive Stock Options and the 
shares of Common Stock that are to be treated as stock acquired pursuant to nonstatutory stock options by iswing 
separate certificates for such shares and identifying the certificates as such in the stock transfer records of the Company. 

Notwithstanding anything herein to the contrary, if the Employee owns, directly or indirectly through attribution, stock 
possessing more than 10% of the total combined voting power of all classes of stock of the Company or of any of its 
subsidiaries (within the meaning of Code section 424(f)) on the Grant Date, then the Exercise Price is the greater of 
(a) the Exercise Price stated on the Stock Option Certificate which is attached hereto and constitutes a part of this 
Agreement or (b) 110% of the Fair Market Value of the Common Stock on the Grant Date, and the Expiration Date is the 
last business day prior to the fifth anniversary of the Grant Date. 

Code section 422 provides additional limitations respecting the treatment of these Options as Incentive Stock Options. 

7. Notice of Disaualifving Disposition. If the Employee makes a disposition (as that term is defined in Code section 
424(c)) of any Option Shares acquired pursuant to these Options within two years of the Grant Date or within one year 
after the Option Shares are transferred to the Employee, the Employee agrees to notify the Administrator of such 
disposition in writing within 30 days of the disposition. 

8. Withholdina of Taxes. At the time the Options are exercised, in whole or in part, or at any time thereafter as 
requested by the Company, the Employee hereby authorizes withholding from payroll or any other payment of any kind 
due the Employee and otherwise agrees to make adequate provision for foreign, federal, state and local taxes required by 
law to be withheld, if any, which arise in connection with the Options (including upon a disqualifying disposition within the 
meaning of Code section 421 (b)). The Company may require the Employee to make a cash payment to cover any 
withholding tax obligation as a condition of exercise of the Options or issuance of share certificates representing Option 
Shares. 

The Administrator may, in its sole discretion, permit the Employee to satisfy, in whole or in part, any withholding tax 
obligation which may arise in connection with the Options either by electing to have the Company withhold from the 
shares to be issued upon exercise that number of shares, or by electing to deliver to the Company already-owned shares, 
in either case having a Fair Market Value equal to the amount necessary to satisfy the statutory minimum withhoiciing 
amount due. 
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SECTION 83(b) ELECTION FORM 
Elec 00 1 Pursuaiit fo Secfion 83(b) o f  fhe Infernal Revenue Code 

I J  /iic./ude Piopertyin Gross Income in Year o f  Transfer 
The undersigned hereby mahes electiori pursuant to Section 83(b) of the Internal Revenue Code with respect to the 

property described below and supplies the following information in accordance with the regulations promulgated 
the re under: 

1. The name, address, and taxpayer identification number of the undersigned are: 

2.  The property with respcct to :,.hicti [he election is made is shares ,of Class A Common 
Stock, $0.01 par value, of TeleCoriimuiiication Systems, Inc., a Maryland corporation. 

3. The date on which the property was transferred to the taxpayer was , 2 0  
4. The taxable year to which this election relates is calendar year 20 

5. The property is subject to forfeiture if for any reason taxpayer's service with the issuer is terminated. The risk of 
forfeiture lapses in installments, 33-113% on the date one year after the date the property was transferred, 66-2/3% on the 
date two years after the date the prniperty was transferred and 100% on the date three years after the date the property 
was transferred, provided that the taxpayer is in the employ of or a service relationship with the issuer on each such date. 

6.  The fair market value at the time of transfer (determined without regard to any restrictions other than restrictions 
which by their terms will never lapse) of the property with respect to which this election is being made is 
$ per share; with a cumulative fair market value of $ 
not pay any amount for these shares. 

services underlying the transfer of such property. 

Gorresponding to Section 83(b) of the Internal Revenue Code. 

Commissioner of Infernal Reveniie. 

. The taxpayer did 

7. A copy of this statement was furnished to TeleCommunication Systems, Inc., for whom taxpayer rendered the 

0 8. This election is made to the sznie effect, and with the same limitations, for purposes of any applicable state statute 

The undersigned understands that  the foregoing elecfion may not be revoked except with the consenf of the 

Signed: 
Date: 1 
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INSTRUCTIONS REGF,RDING SECTION 83(b) ELECTiONS 

I .  An 83(b) Election is Irrevocabfe. 
2. If you choose to make an 83(b) Election, an 83(b) Election Form m u s t  be filed with the Icternal Revenue 

Service within 30 days of t h e  date the restricted stock is transferred to you; no exceplions to this rule are 
made. 

3. You m u s t  provide a copy of the 83(b) Election Form to the corporate secretary or other designated officer of 
the Company. This copy should be provided to the Company at the same time that you Pile your 83(b) Election 
Form with the Internal Revenue Service. 

4. In addition to making the filing under Item 2 above, you m u s t  attach a copy of your  83(b) Election Form to your 
tax return for the taxable year in which you received the restricted stock. 

5. If you make an 83(b) Election and later forfeit the restricted stock, you will not be entitizd to a deduction with 
respect to the gross income you recognized under the 83(b) Election. 

You are urged to consult your personal tax advisor before making an 83(b) Election to discuss the consequences 
thereof and consider whether s u c h  an election is advisable under the circumstances. 
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STOCK POWER 

@ FOR VALUE RECEIVED, the undersigned, , hereby sells, assigns and transfers unto 
TeleCommunication Systems, Inc., a Maryland corporation (the “Company”), or its successor, 
common stock, par value $0.01 per share, of the Company standing in my name of the books of the Company, 
represented by Certificate No. 
appoints 
books of the Company with full power of substitution in the premises. 

shares of 

, which is attached hereto, and hereby irrevocably constitutes and 
as my attorney to transfer the said stock on the 

WITNESS: 

Dated: 

~ 
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Company’s assets or business, or any other corporate act or proceeding, whether of a similar character or otherwise. 

the provision should logically be construed, as determined by the Administrator, to apply to the estate, personal 
representative, beneficiary to whom the Award Shares may be transferred by will or by the laws of descent and 
distribution, or another permitted transferee, if any, the word “Employee” shall be deemed to include such person. 

13. Notices. All notices and other communications made or given pursuant to this Agreement shall be in writing and 
shall be sufficiently made or given if hand delivered or mailed by certified mail, addressed to the Employee at the address 
contained in the records of the Company, or addressed to the Administrator, care of the Company for the attention of its 
Corporate Secretary at its principal executive office or, if the receiving party consents in advance, transmitted and 
received via telecopy or via such other electronic transmission mechanism as may be available to the parties. 

14. Entire Aqreement. This Agreement contains the entire agreement between the parties with respect to the Award 
Shares granted hereunder. Any oral or written agreements, representations, warranties, written inducements, or other 
communications made prior to the execution of this Agreement with respect to the Award Shares granted hereunder shall 
be void and ineffective for all purposes. 

15. Amendment. This Agreement may be amended from time to time by the Administrator in its discretion; provided, 
however, that this Agreement may not be modified in a manner that would have a materially adverse effect on the Award 
Shares as determined in the discretion of theAdministrator, except as provided in the Plan or in a written document 
signed by each of the parties hereto. 

16. Conformity with Plan. This Agreement is intended to conform in all respects w i th  and is subject to all applicable 
provisions of, the Plan. Inconsistencies between this Agreement and the Plan shall be resolved in accordance with the 
terms of the Plan. In the event of any ambiguity in this Agreement or any matters as lo which this Agreement is silent, the 
Plan shall govern. A copy of the Plan is available upon request to the Administrator. 

17. Governinq Law. The validity, construction and effect of this Agreement, and of any determinations or decisions 
made by the Administrator relating to this Agreement, and the rights of any and all pel w i s  having or claiming to have any 
interest under this Agreement, shall be determined exclusively in accordance with the I?:”vs of the State of Maryland, 
without regard to its provisions concerning the applicability of laws of other jurisdictions. Any suit with respect hereto will 
be brought in the federal or state courts in the districts which include Annapolis, Marylapd, and the Employee hereby 
agrees and submits to the personal jurisdiction and venue thereof. 

18. Headinas. The headings in this Agreement are for reference purposes only and shall not affect the meaning or 
interpretation of this Agreement. 

Enclosure: Prospectus of the TeleCommunication Systems, Inc. Fifth Amended and Rest?ted 1997 Stock Incentive Plan 

12. Emplovee. Whenever the word “Employee” is used in any provision of this Agreement under circumstances where @ 

~ 

I 

I 5 

Source: TELECOMMUNICATlON SY, 10-K, March 05,2008 



3 

Company, or the financial ztall;t i :eiik cf the Company or any Lfiliate, or of changes in applicat.2 laws, regulations, or 
?ccounting principles, whenevpi [lie Administrator determines that such adjustments are appropriate in order to prevent 
Jution or enlargement of the benefits or potential benefits intended to be made available pursuant to the Award Shares @ or the Plan. 

(e) Bindincl Nature of 2 i inenk. Adjustments under this Section 7 will be made by the Administrator, whose 
determination as to what adju.-lrt’ieiits, i f  any, will be made and the extent thereof will be final, binding and conclusive. No 
fractional Award Shares will resi i l l  from any such adjustments. 

additional and/or substitute secui i l k s  received by the Employee in exchange for, or by virtue of the Employee’s ownership 
of, the Award Shares, whether as a result of any spin-off, stock split-up, stock dividend, stock distribution or other 
reclassification of the Common Slack of the Company, except as otherwise determined by the Administrator. If the Award 
Shares are converted into or exclianyed for, or stockholders of the Company receive by reason of any distribution in total 
or partial liquidation or pursuant to any merger of the Company or acquisition of its assets, securities of another entity, or 
other property (including cash), h e n  the rights of the Company under this Agreement shall inure to the benefit of the 
Company’s successor, and this Agreement shall apply to the securities or other property received upon such conversion, 
exchange or distribution in the same manner and to the same extent as the Award Shares. 

8. Confidential Information. In consideration of the Award Shares granted to the Employee pursuant to this Agreement, 
the Employee agrees and covenants that, except as specifically authorized by the Company, the Employee will keep 
confidential any trade secrets or confidential or proprietary information of the Company which are now or which hereafter 
may become known to the Employee as a result of the Employee’s employment by or other service relationship with the 
Company, and shall not at any lime, directly or indirectly, disclose any such information to any person, firm, Company or 
other entity, or use the same in any way other than in connection with the business of the Company, at all times during 
and after the Employee’s employment or other service relationship. The provisions of this Section 8 shall not narrow or 
otherwise limit the obligations and responsibilities of the Employee set forth in any agreement of similar import entered 
into between the Employee and the Company. 

9. Non-Guarantee of Employment or Service RelationshiD. Nothing in the Plan or this Agreement shall alter the at-will 
or other employment status or other service relationship of the Employee, nor be construed as a contract of employment 
or service relationship between the Company and the Employee, or as a contractual right of the Employee to continue in 
‘+e employ of, or in a service relationship with, the Company for any period of time, or as a limitation of the right of the 

smpany to discharge the Employee at any time with or without cause or notice and whether or not such discharge 
results in the failure of any Award Shares to vest or any other adverse effect on the Employee’s interests under the Plan. 

10. Riahts as Stockholder. Except as otherwise provided in this Agreement with respect to the Restricted Shares, the 
Employee shall be  entitled to all rights of a stockholder of the Company, including the right to vote the shares and receive 
dividends and/or other distributions declared on the Award Shares. 

11. The ComDanv’s Riahts. The existence of the Award Shares shall not affect in’any way the right or power of the 
Company or its stockholders to make or authorize any or all adjustments, recapitalizations, reorganizations or other 
changes in the Company’s capital structure or its business, or any merger a1 consolidation of the Company, or any issue 
of bonds, debentures, preferred or other stocks with preference ahead of or convertible into, or otherwise affecting the 
Common Stock or the rights thereof, or the dissolution or liquidation of the Company, or any sale or transfer of all or any 
part of the 

(9 Bindinq Nature of Aqi-?eiiienl. The terms and conditions of this Agreement shall apply with equal force to any 
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e (b) The stock certificate evidencing the Award Shares shall bear a legend restricting transferability of such shares, 
unless such Award Shares are registered or an exemption from registration is available under applicable federal and state(' 
law. If required by the authorities of any state in connection with the issuance of the Award Shares, the legend or legends 
required by such state authorities shall also bg: endorsed on all such certificates. 

6. Tax Election and Tax Withholdinq. 

(a) The Employee hereby acknowledges that he has been advised by the Company to seek independent tax advice 
regarding the availability and advisability of making an election under Section 83(b) of the Internal Revenue Code of 1986, 
as amended, and that any such election, if made, must be made within 30 days of the Grant Date. The Employee is not 
relying on the Company or any of its officers, directors or employees for tax advice regarding this award. The Employee 
expressly acknowledges that he is solely responsible for filing any such Section 83(b) election with the appropriate 
governmental authorities, irrespective of the fact that such election is also delivered to the Company. 

(b) The Company or any Affiliate shall have the right to deduct from any compensation or any other payment of any 
kind (including withholding the issuance of shares of Common Stock) due the Employee the amount of any federal, state, 
local or foreign taxes required by law to be withheld as a result of the grant or vesting of the Award Shares in whole or in 
part; provided, however, that the value of the shares of Common Stock withheld may not exceed the statutory minimum 
withholding amount required by law. In lieu of such deduction, the Company may require the Employee to make a cash 
payment to the Company or an Affiliate equal to the amount required to be withheld. If the Employee does not make such 
payment when requested, the Company may refuse to issue any Common Stock certificate under this Agreement until 
arrangements satisfactory to the Administrator for such payment have been made. 

7. Adjustments for Corporate Transactions and Other Events. 

(a) Stock Dividend, Stock Split and Reverse Stock Sdit. Upon a stock dividend of, or stock split or reverse stock split 
affecting, the Common Stock, the number ofAward Shares and the number of such Award Shares that constitute 
Restricted Shares shall, without further action of the Board, be adjusted to reflect such event, unless, the Board 
determines, at the time it approves such stock dividend, stock split, or reverse stock split, that no such adjustment shall be 
made. The Administrator may make adjustments, in its discretion, to address the treatment of fractional shares with 
respect to the Award Shares as a result of the stock dividend, stock split or reverse stock split. 

event of any change affecting the Common Stock, the Company or its capitalization, by reason of a spin-off, split-up, 
dividend, recapitalization, merger, consolidation or share exchange, other than any such change that is part of a 
transaction resulting in a Change in Control, the Administrator, in its discretion and without the consent of the Employee, 
shall make any adjustments in the Award Shares, including but not limited to reducing the number and kind of securities 
subject to the Award Shares. 

(c) Chanse in Control Transactions. In tbe event of any transaction resulting in a Change in Control, the Restricted 
Shares will be forfeited upon the effective time of any such Change in Control unless provision is made in connection with 
the transaction in the sole discretion of the parties thereto for the continuation or assumption of the Restricted Shares, or 
the substitution of the Restricted Shares with new shares of the surviving or successor entity or a parent thereof. 

(d) Adiustments for Unusual Events. The Administrator is authorized to make, in its discretion and without the 
consent of the Employee, adjustments in the terms and conditions of, and the criteria iii-,liidecl in, the Award Shares in 
recognition of unusual or nonrecurring events affecting the 

(b) Non-Change in Control Transactions. Except with respect to the transactions set forth in Section 7(a), in the 
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(c) “Company” includes TeleCoinmunication Systems, Inc. and its Affiliates, except where the context otherwise 
”equires. 0 (d) “Resfricfed Shares” means Award Shares that are not vested as provided in Section 2 on the relevant date. 

(e) “Tofal andPermanei7i Disability” means the inability to engage in any substantial gainful activity by reason of 
any medically determinable physical or mental impairment which can be expected to result in death or which has lasted or 
can be expected to last for a coiitinuous period of not less than twelve months. The Administrator may require such proof 
of Total and Permanent Disability as the Administrator in its sole discretion deems appropriate and the Administrator’s 
good faith determination as to whether the Employee is totally and permanently disabled will be final and binding on all 
parties concerned. 

2. Vestinq. The Award Shares vest and become nonforfeitable in accordance with the vesting schedule identified in the 
Restricted Stock Award Certificate (the “Vesting Schedule”) so long as the Employee is in the continuous employ of, or in 
a service relationship with, the Company from the Grant Date through the applicable date upon which vesting is 
scheduled to occur. No vesting will accrue to any Award Shares after the Employee ceases to be in either an employment 
or other service relationship with the Company. 

the Company for any reason, all f‘iestricted Shares, after giving effect to the provisions of Section 2 of this Agreement, will 
be immediately forfeited to the Company upon such cessation for no consideration. 

3. Termination of Emplovment or Service. If the Employee ceases to be employed by, or in a service relationship with, 

4. Restrictions on Transfer. 

(a) Restricted Shares may not be assigned, transferred, pledged, hypothecated or disposed of in any way (whether 
by operation of law or otherwise) and shall not be subject to execution, attachment or similar process. 

(b) The Company, at its discretion, may impose restrictions upon the sale, pledge or other transfer of the Award 
Shares (including the placement of appropriate legends on stock certificates or the imposition of stop-transfer instructions) 
if, in the judgment of the Company, such restrictions are necessary or desirable in order to achieve compliance with the 
Securities Act, the securities laws of any state or any other law. 

(c) The Company shall not be required to (i) transfer on its books any Award Shares that have been sold or 
transferred in contravention of this Agreement or (ii) treat as the owner of Award Shares, or otherwise to accord voting, 
dividend or liquidation rights to, any transferee to whom Award Shares have been transferred in contravention of this 

J reement. 

5. Stock Certificates. 
a 

(a) The stock certificates evidencing the Award Shares shall be registered on the Company’s books in the name of 
the Employee as of the Grant Date. Physical possession or custody of such stock certificates shall be retained by the 
Company until such time as the shares are vested and, thereafter, the Company shall either deliver to the Employee one 
or more certificates in the name of the Employee for that number of vested shares owned by the Employee or provide for 
uncertificated, book entry issuance of those shares. If requested, the Employee shall deliver to the Company a stock 
power, endorsed in blank, with respect to any Restricted Shares. All regular cash dividends on Restricted Shares shall be  
paid directly to the Employee and shall not be held by the Company. 
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Restricted Stock Grant Agreement 

Under The 

Exhibit 4 0.49;. 

TeleCommunication Systems, Inc. Fif th Amended and Restated 1997 Stock  Incentive Pian 
The Restricted Stock Award Certificate which is attached hereto constitutes a part of this Restricted Stock Grant 

1. Terminoloay. All capitalized words that are not defined in this Agreement have the meanings ascribed to them in th-. 
Agreement. 

Plan or the Restricted Stock Award Certificate. All of the provisions of the Plan are expressly incorporated into this 
Agreement. For purposes of this Agreement, the terms below have the following meanings: 

(a) “Cause” has the meaning ascribed to such term or words of similar import in the Employee’s written 
employment or service contract with the Company and, in the absence of such agreement or definition, means: (i) the 
willful commission by the Employee of a criminal or other act that causes or is likely to cause substantial economic 
damage to the Company or substantial injury to the business reputation of the Company; (ii) the commission by the 
Employee of an act of fraud in the performance of such Employee’s duties on behalf of the Company; or (iii) the 
continuing willful failure of the Employee to perform the duties of such Employee to the Company (other than such failure 
resulting from the Employee’s incapacity due to physical or,mental illness), all as determined by the Administrator, which 
determination will be conclusive. For purposes of this Agreement, no act, or failure to act, on the Employee’s part shall be 
considered “willful” unless done or omitted to be done by the Employee not in good faith with the reasonable belief that 
the Employee’s action or omission was in the best interest of the Company. 

(b) “Change in Confrof means: (i) an acquisition (other than from the Company) in a transaction, or a series of 
related transactions, by any person, entity or “group,” within the meaning of Section 13(d)(3) or 14(d)(2) of the Securities 
Exchange Act of 1934 (the “Exchange Act’) ,  (excluding for this purpose, (A) the Company or its subsidiaries, (B) any 
employee benefit plan of the Company or its subsidiaries which acquires beneficial ownership of voting securities of the 
Company, (C) an underwriter temporarily holding securities pursuant to an offering of such securities, or (D) any 
corporation owned, directly or indirectly, by the stockholders of the Company in substantially the same proportions as their 
ownership of the then outstanding voting securities of the Company entitled to vote generally in the election of directors) 
of beneficial ownership, within the meaning of Rule 13d-3 promulgated under the Exchange Act, of 50% or more of either ( 
the then outstanding shares of common stock or the combined voting power of the Conipany’s then outstanding voting 
securities entitled to vote generally in the election of directors (the “Company Voting Stock“); (ii) the effective time of any 
merger, share exchange, consolidation or other reorganization or business combination of the Company if immediately 
after such transaction persons who hold a majority of the outstanding voting securities entitled to vote generally in the 
election of directors of the surviving entity (or the entity owning 100% of such surviving entity) are not persons who held 
the Company Voting Stock immediately prior to such transaction; (iii) the closing of a sale or conveyance of all or 
substantially all of the assets of the Company; (iv) individuals who were the Board’s nominees for election as directors 
immediately prior to a meeting of the stockholders of the Company involving an actual or threatened election contest. 
relating to the election of the directors of the Company, as such terms are used in Rule 14a-11 of Regulation 14A 
promulgated under the Exchange Act, cease to-constitute a majority of the Board following the election; or (v) the 
dissolution or liquidation of the Company; provided, however, that the term “Change in Control” does not include a public 
offering of capital stock of the Company that is effected pursuant to a registration statement filed with, and declared 
effective by, the Securities and Exchange Commission under the Securities Act of 1933. 

, 
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determined by the Administrator, to apply to the estate, personal representative, or beneficiary to whom the Options may 
be transferred by will or by the laws of descent and distribution, or another permitted transferee, the word “Optionee” shali, 
be deemed to include such person. 

14. Notices. All notices and other communications made or given pursuant to this Agreement shall be in writing and 
shall be sufficiently made or given if hand delivered or mailed by certified mail, addressed to the Optionee at the address 
contained in the records of the Company, or addressed to the Administrator, care of the Company for the attention of its 
Corporate Secretary at its principal office or, if the receiving party consents in advance, transmitted and received via 
telecopy or via such other electronic transmission mechanism as may be available to the parties. 

granted hereunder. Any oral or written agreements, representations, warranties, written inducements, or other 
communications made prior to the execution of this Agreement with respect to the Options granted hereunder shall be 
void and ineffective for all purposes. 

16. Amendment. This Agreement may be amended from time to time by the Administrator in its discretion; provided, 
however, that this Agreement may not be modified in a manner that would have a materially adverse effect on the Options 
or Option Shares as determined in the discretion of the Administrator, except as provided in the Plan or in a written 
document signed by each of the parties hereto, 

17. Conformitv with Plan. This Agreement is intended to conform in all respects with, and is subject to all applicable 
provisions of, the Plan. Inconsistencies between this Agr‘eement and the Plan shall be resolved in accordance with the 
terms of the Plan. In the event of any ambiguity in this Agreement or any matters as to which this Agreement is silent, the 
Plan shall govern. A copy of the Pian is available upon request to the Administrator. 

18. Governina Law. The validity, construction and effect of this Agreement, and of any determinations or decisions 
made by the Administrator relating to this Agreement, and the rights of any and all persons having or claiming to have any 
interest under this Agreement, shall be determined exclusively in accordance with the laws of the State of Maryland, 
without regard to its provisions concerning the applicability of laws of other jurisdictions. Any suit with respect hereto will 
be brought in the federal or state courts in the districts which include the city and state in which the principal offices of the 
Company are located, and the Optionee hereby agrees and submits to the personal jurisdiction and venue thereof. 

19. Headinas. The headings in this Agreement are for reference purposes only and shail not affect the meaning or 
interpretation of this Agreement. 

Enclosure: Prospectus of the TeleCommunication Systems, Inc. Fifth Amended and Restated ,1997 Stock 
incentive Plan 

15. Entire Aareement. This Agreement contains the entire agreement between the parties with respect to the Options 
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determines that such adjustments are appropriate in order to prevent dilution or enlargement of the benefits or potential 
‘Tenefits intended to be made available under the Options or the Plan. 

(9 Bindina Nature of Adiustmeiils. Adjustments under this Section 8 will be’made by the Administrator, whose 
determination as to what adjustmenls, i f  any, will be m-ade and the extent thereof will be final, binding and conclusive. No 
fractional shares will be issued pursuant to the Options on account of any such adjustments. The terms and conditions of 
this Agreement shall apply with equal Force to any additional and/or substitute securities received by the Optionee 
pursuant to this Section 8 in exchange for, or by virtue of the Optionee’s ownership of, the Options or the Option Shares, 
except as otherwise determined by the Administrator. 

9. Confidential Information. In consideration of the Options granted to the Optionee pursuant to this Agreement, the 
Optionee agrees and covenants that, except as specifically authorized by the Company, the Optionee will keep 
confidential any trade secrets or confidential or proprietary information of the Company which are now or which hereafter 
may become known Po the Optionee as a result of the Optionee’s employment by or other service relationship with the 
Company, and shall not at any time, directly or indirectly, disclose any such information to any person, firm, Company or 
other entity, or use the same in any way other than in connection with the business of the Company, at all times during 
and after the Optionee’s employment or other service relationship. The provisions of this Section 9 shall not narrow or 
otherwise limit the obligations and responsibilities of the Optionee set forth in any agreement of similar import entered into 
between the Optionee and the Company. 

10. Non-Guarantee of Emplovment or Service Relationship. Nothing in the Plan or this Agreement shall alter the at-will 
or other employment status or other service relationship of the Optionee, nor be construed as a contract of employment or 
service relationship between the Company and the Optionee, or as a contractual right of Optionee to continue in the 
employ of, or in a service relationship with, the Company for any period of time, or as a limitation of the right of the 
Company to discharge the Optionee at any time with or without cause or notice and whether or not such discharge results 
in the failure of any Options to vest or any other adverse effect on the Optionee’s interests under the Plan. 

11. No Riahts as a Stockholder. The Optionee shall not have any of the rights of a stockholder with respect to the 
Option Shares until such shares have been issued to him or her upon the due exercise of the Options. No adjustment 
shall be  made for dividends or distributions or other rights for which the record date is prior to the date such shares are 

@ 

issued. (9 

12. The Companv’s Riahts. The existence of the Options shall not affect in any way the right or power of the Company 
. its stockholders to make or authorize any or all adjustments, recapitalizations, reorganizations or other changes in the a ,ompany’s capital structure or its business, or any merger or consolidation of the Company, or any issue of bonds, 

debentures, preferred or other stocks with preference ahead of or convertible into, or otherwise affecting the Common 
Stock or the rights thereof, or the dissolution or liquidation of the Company, or any sale or transfer of all or any part of the 
Company’s assets or business, or any other corporate act or proceeding, whether of a similar character or otherwise. 

13. ODtionee. Whenever the word “Optionee” is used in any provision of this Agreement under circumstances where 
the provision should logically be construed, as 
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of shares, or by electing to deliver to the Company already-owned shares, in either case having a Fair Market Vdue eyval,, 
to the amount necessary to satisfy the statutory minimum withholding amount due. io 

8. Adjustments for Corporate Transactions and Other Events. 

(a) Stock Dividend. Stock Split and Reverse Stock Sdit. Upon a stock dividend of, or stock split or reverse stock Spl i t  
affecting, the Common Stock, the number of shares covered by and the exercise price and other terms of the Options, 
shall, without further action of the Board, be adjusted to reflect such event unless the Board determines, at the time it 
approves such stock dividend, stock split or reverse stock split, that no such adjustment shall be made. The Administratoi- 
may make adjustments, in its discretion, to address the treatment of fractional shares and fractional cents that arise with 
respect to the Options as a result of the stock dividend, stock split or reverse stock split. 

evertf af any change affecting the Common Stock, the Company or its capitalization, by reason of a spin-off, split-up, 
dividend, recapitalization, merger, consolidation or share exchange, other than any such change that is part of a 
transaction resuiting in a Change in Control, the Administrator, in its discretion and without the consent of the Optionee, 
shall make any adjustments in the Options, including but not limited to reducing the number, kind and price of securities 

(b) Non-Chancle in Control Transactions. Except with respect to the transactions set forth in Section 8(a), in the 

, subject to the Options. 
(c) Chanae in Control Transactions. In the event of any transaction resulting in a Change in Control, the Options will 

terminate upon the effective time of any such Change in Control unless provision is made in connection with the 
transaction in the sole discretion of the parties thereto for the continuation or assumption of the Options, or the 
substitution of the Options with new options of the surviving or successor entity or a parent thereof. In the event of such 
termination, the Employee will be permitted, for a period of at least I O  days prior to the effective time of the Change in 
Control, to exercise all of the Options that are then exercisable or will become exercisable upon or prior to the effective 
time of the Change in Control; provided, however, that any such exercise of any Options that become exercisable as a 
result of the Change in Control shall be deemed to occur immediately prior to the effective time of such Change in Control. 

(d) Poolina of Interests Transa'ction. Notwithstanding anything in the Plan or this Agreement to the contrary, in 
connection with any business combination authorized by the Board, the Administrator, in its sole discretion and without 
the consent of the Optionee, may make any modifications to the Options, including but not limited to cancellation, 
forfeiture, surrender or other termination of the Options, in whole or in part, regardless of their vested status, but solely to 
the extent necessary to facilitate the compliance of such transaction with requirements for treatment as a pooling of 
interests transaction for accounting purposes under generally accepted accounting principles. 

(e) Adiustments for Unusual Events. The Administrator is authorized to make, in its discretion and without the 
consent of the Optionee, adjustments in the terms and conditions of, and the criteria included in, the Options in 
recognition of unusual or nonrecurring events affecting the Company, or the financial statements of the Company or any 
Affiliate, or of changes in applicable laws, regulations, or accounting principles, whenever the Administrator 
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such cessation, but in no event after Ihe Expiration Date. Unless sooner terminated, the vested Options terminate upon 
‘9e expiration of such six-month period. 

(d) Death of ODtionee. If the Optionee dies prior to the expiration or other termination of the Options, (i) the unvested 
Options, after giving effect to the provisions of Section 2 of this Agreement, terminate immediately upon the Optionee’s 
death, and (ii) the vested Options remain exercisable during the six-month period following the Optionee’s death, but in no 
event after the Expiration Date, by the Optionee’s executor, personal representative, or the person(s) to whom the 
Options are transferred by will or the laws of descent and distribution. Unless sooner terminated, the vested Options 
terminate upon the expiration of such six-month period. 

regardless of whether the Options are vested, immediately upon the Optionee’s discharge of employment or other service 
relationship for Cause or upon the Optionee’s commission of any of the following acts during any period following the 
cessation of employment or other service relationship during which the Options otherwise would be exercisable: (i) fraud 
on or misappropriation of any funds or property of the Company, or (ii) breach by the Optionee of any provision of any 
employment, non-disclosure, non-competition, non-solicitation, assignment of inventions, or other similar agreement 
executed by the Optionee for the benefit of the Company, as determined by the Administrator, which determination will be 
conclusive. 

5. Nontransferabilitv of Options. These Options are nontransferable otherwise than by will or the laws of descent and 
distribution and during the lifetime of the Optionee, the Options may be exercised only by the Optionee or, during the 
period the Optionee is under a legal disability, by the Optionee’s guardian or legal representative. Except as provided 
above, the Options may not be assigned, transferred, pledged, hypothecated or disposed of in any way (whether by 
operation of law or otherwise) and shall not be subject to execution, attachment or similar process. 

6. Nonstatutow Nature of the ODtions. The Options are not intended to qualify as incentive stock options within the 
meaning of Code section 422, and this Agreement shall be so construed. The Optionee acknowledges that, upon exercise 
of the Options, the Optionee will recognize taxable income in an amount equal to the excess of the then Fair Market Value 
of the Option Shares over the Exercise Price and must comply with the provisions of Section 7 of this Agreement with 
respect to any tax withholding obligations that arise as a result of such exercise. 

7. Withholdinu of Taxes. At the time the Options are exercised, in whole or in part, or at any time thereafter as 
requested by the Company, the Optionee hereby authorizes withholding from payroll or any other payment of any kind 

l e  the Optionee and otherwise agrees to make adequate provision for foreign, federal, state and local taxes required by a .dw to be withheld, if any, which arise in connection with the Options. The Company may rewire the Optionee to make a 
cash payment to cover any withholding tax obligation as a condition of exercise of the Options or issuance of share 
certificates representing Option Shares. 

obligation which may arise in connection with the Options either by electing to have the Company withhold from the 
shares to be issued upon exercise that number 

0 

(e) Misconduct. Notwithstanding anything to the contrary in this Agreement, the Options terminate in their entirety, 

The Administrator may, in its sole discretion, permit the Optionee to satisfy, in whole or in part, any withholding tax 
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(c) Method of Pavment. Payment of the Exercise Price may be made by delivery of cash, certified or cashier’s 
check, money order or other cash equivalent acceptable to the Administrator in its discretion, a broker-assisted cashless ;’ 
exercise in accordance with Regulation T of the Board of Governors of the Federal Reserve System through a brokerage 
firm approved by the Administrator, or a Combination of the foregoing. In addition, payment of the Exercise Price may be 
made by any of the following methods, or a combination thereof, as determined by the Administrator in its discretion at the 
time of exercise: 

(i)  by tender (via actual delivery or attestation) to the Company of other shares of Common Stock of the Company 
which have a Fair Market Value on the date of tender equal to the Exercise Price, providedthat such shares havt been 
owned by the Optionee for a period of at least six months free of any substantial risk of forfeiture or were purchased on 
the open market without assistance, direct or indirect, from the Company; 

(ii) by delivery of the Optionee’s full recourse promissory note payable to the Company in a form approved by the 
Administrator; or 

(iii) by any other method approved by the Administrator. 

(d) Issuance of Shares upon Exercise. Upon exercise of the Options in accordance with the terms of this 
Agreement, the Company will issue to the Optionee, the brokerage firm specified in the Optionee’s delivery instructions 
pursuant to a broker-assisted cashless exercise, or such other person exercising the Options, as the case may be, the 
number of shares of Common Stock so paid for, in the form of fully paid and nonassessable stock. The Company will 
deliver stock certificates for the Option Shares as soon as practicable after exercise, which certificates will, unless such 
Option Shares are registered or an exemption from registration is available under applicable federal and state law, bear a 
legend restricting transferability of such shares. 

4. Termination of Emdovment or Service. 

(a) Exercise Period Followina Cessation of Emplovment or Other Service Relationship, In General. If the Optionee 
ceases to be employed by, or in a service relationship with, the Company for any reason other than death, Total and 
Permanent Disability, or discharge by the Company without Cause, the Options terminate in their entirety, regardless of 
whether the Options are vested, immediately upon the Optionee’s termination of employment or other service relationship. 

(b) Termination bv the Companv Without Cause. In the event the Optionee’s employment or other service 
relationship is terminated by the Company without Cause, ( i )  the unvested Options, after giving effect to the provisions of 
Section 2 of this Agreement, terminate immediately upon such cessation, and (ii) the vested Options remain exercisable ( 0 
during the 90-day period following such cessation, but in no event after the Expiration Date. Unless sooner terminated, the‘ 
vested Options terminate upon the expiration of such 90-day period. 

(c) Disabilitv of Ootionee. Notwithstanding the provisions of Section 4(a) above, if the Optionee ceases to be 
employed by, or in a service relationship with, the Company as a result of the Optionee’s Total and Permanent Disability, 
(i) the unvested Options, after giving effect to the provisions of Section 2 of this Agreei-nent, terminate immediately upon 
such cessation, and (ii) the vested Options remain exercisable during the six-month p,?iod following 
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Company, as such terms are used in Rule 14a-11 of Regulation 14A promulgated under the Exchange Act, cease to 
-onstitUte a majority of the Board following the election; or (v) the dissolution or liquidation of the Company; provided, a- Jwever, that the term “Change in Control” does not include a public offering of capital stock of the Company that is 
effected pursuant to a registration statement filed with, and declared effective by, the Securities and Exchange 
Commission under the Securities Act of 1933. 

requires. 
(c) “Company” includes TeleCommunication Systems, Inc. and its Affiliates, except where the context otherwise 

(d) “Option Shares” mean the shares of Common Stock underlying the Options. 

(e) “Tofal and Permanent Disability” means the inability to engage in any substantial gainful activity by reason of 
any medically determinable physical or mental impairment which can be expected to result in death or which has lasted or 
can be expected to last for a continuous period of not less than twelve months. The Administrator may require such proof 
of Total and Permanent Disability as the Administrator in its sole discretion deems appropriate and the Administrator’s 
good faith determination as to whether the Optionee is totally and permanently disabled will be final and binding on all 
parties concerned. 

2. Vesting. The Options vest in accordance with the vesting schedule identified in the Stock Option Certificate which is 
attached hereto and constitutes a part of the Agreement (the “Vesting Schedule”), so long as the Optionee is in the 
continuous employ of, or in a service relationship with, the Company from the Grant Date through the applicable date 
upon which vesting is scheduled to occur. No vesting will accrue to any Options after the Optionee ceases to be in either 
an employment or other service relationship with the Company. 

3. Exercise of Options. 

(a) Riclht to Exercise. The Optionee may exercise the Options to the extent vested at any time on or before the 
Expiration Date or the earlier termination of the Options, unless otherwise provided in this Agreement. Section 4 below 
describes certain limitations on exercise of the Options that apply in the event of the Optionee’s death, Total and 
Permanent Disability, discharge by the Company without Cause or other termination of employment or other service 
relationship with the Company. The Options may be exercised only in multiples of whole shares and may not be exercised 
at any one time as to fewer than one hundred shares (or such lesser number of shares as to which the Options are then 
exercisable). No fractional shares will be issued under the Options. 

(b) Exercise Procedure. In order to exercise the Options, the following items must be delivered to the Administrator 
dfore the expiration or termination of the Options: (i) an exercise notice, in such form as tke Administrator may require 

from time to time, specifying the number of Option Shares to be purchased, and (ii) full payment of the Exercise Price for 
such Option Shares or properly executed, irrevocable instructions, in such form as the Administrator may require from 
time to time, to effectuate a broker-assisted cashless exercise, each in accordance with Section 3(c) of this Agreement. 
An exercise will not be effective until the Administrator receives all of the foregoing items. 
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Nonstatutory Stock Option Grant Agreement 

Under The 

TeleComrnunication Systems, Inc. 

Fif th Amended and Restated 1997 Stock Incentive Plan 

'1.  Terminoloav. All capitalized words that are not defined in this Agreement have the meanings ascribed to them in the 

(a) "Cause" has the meming ascribed to such term or words of similar import in the Optionee's written employment 

Plan. For purposes of this Agreement, the terms below have the following meanings: 

or service contract with the Company and, in the absence of such agreement or definition, means: (i) the willful 
commission by the Optionee of a criminal or other act that causes or is likely to cause substantial economic damage to 
the Company or substantial injury to the business reputation of the Company; iii) the commission by the Optionee of an 
act of fraud in the performance of such Optionee's duties on behalf of the Company; or (iii) the continuing willful failure of 
the Optionee to perform the duties of such Optionee to the Company (other than such failure resulting from the Optionee's 
incapacity due to physical or mental illness), all as determined by the Adi-iinistrator, which determination will be 
conclusive. For purposes of this Agreement, no act, or failure to act, on the Optionee's part shall be considered "willful" 
unless done or omitted to be done by the Optionee not in good faith with the reasonable belief that the Optionee's action 
or omission was in the best interest of the Company. 

(b) "Change in Confrof means: (i) an acquisition (other than from the Company) in a transaction, or a series of 
related transactions, by any person, entity or "group," within the meaning of Section 13(d)(3) or 14(d)(2) of the Securities 
Exchange Act of 1934 (the "Exchange Acf"), (excluding for this purpose, (A) the Company or its subsidiaries, (B) any 
employee benefit plan of the Company or its subsidiaries which acquires beneficial ownership of voting securities of the 
Company, (C) an underwriter temporarily holding securities pursuant to an offering of such securities, or (D) any 
corporation owned, directly or indirectly, by the stockholders of the Company in substantially the same proportions as their 
ownership of the then outstanding voting securities of the Company entitled to vote generally in the election of directors) 
of beneficial ownership, within the meaning of Rule 13d-3 promulgated under the Exchange Act, of 50% or more of either 
the then outstanding shares of common stock or the combined voting power of the Company's then outstanding voting 
securities entitled to vote generally in the election of directors (the "Company Vofiny SfocK'); (ii) the effective time of any,, 
merger, share exchange, consolidation or other reorganization or business combination of the Company if immediately 
after such transaction persons who hold a majority of the outstanding voting securities entitled to vote generally in the 
election of directors of the surviving entity (or the entity owning 100% of such surviving entity) are not persons who held 
the Company Voting Stock immediately prior to such transaction; (iii) the closing of a sale or conveyance of all or 
substantially all of the assets of the Company; (iv) individuals who were the Board's nominees for election as directors 
immediately prior to a meeting of the stockholders of the Company involving an actual or threatened election contest 
relating to the election of the directors of the 
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1 5  Notices. Ail notices and other communications made or given pursuant to this Agreement shall be in writing and 
shall be sufficiently made or given if hand delivered or mailed by certified mail, addressed to the Employee at the address, 0 
contained in the records of the Company, or addressed to the Administrator, care of the Company for the attention of its 
Corporate Secretary at its principal office or, if the receiving party consents in advance, transmitted and received via 
ielecopy or via such other electron'k transmission mechanism as may be available to the parties. 

granted hereunder. Any oral or written agreements, representations, warranties, written inducements, or other 
communications made prior to the execution of this Agreement with respect to the Options granted hereunder shall be 
void and ineffective for all purposes. 

17. Amendment. This Agreement may be amended from time to time by the Administrator in its discretion; provided, 
however, that this Agreement may not be modified in a manner that would have a materially adverse effect on the Options 
or Option Shares as determined in the discretion of the Administrator, except as provided in the Plan or in a written 
document signed by each of the parties hereto. 

provisions of, the Plan. Inconsistencies between this Agreement and the Plan shall be resolved in accordance with the 
terms of the Plan. In the event of any ambiguity in this Agreement or any matters as to which this Agreement is silent, the 
Plan shall govern. A copy of the Plan is available upon request to the Administrator. 

19. Governina Law. The validity, construction and effect of this Agreement, and of any determinations or decisions 
made by the Administrator relating to this Agreement, and the rights of any and all persons having or claiming to have any 
interest under this Agreement, shall be determined exclusively in accordance with the laws of the State of Maryland, 
without regard to its provisions concerning the applicability of laws of other jurisdictions. Any suit with respect hereto will 
be brought in the federal or state courts in the districts which include the city and state in which the principal offices of the 
Company are located, and the Employee hereby agrees and submits to the personal jurisdiction and venue thereof. 

20. Headinas. The headings in this Agreement are for reference purpose's only and shall not affect the meaning or 
interpretation of this Agreement. 

Enclosure: Prospectus of the TeleCornmunication Systems, Inc. Fif th Amended and Restated 1997 Stock 

16. Entire Aqreement. This Agreement contains the entire agreement between the parties with respect to the Options 

I 18. Conformitv with Pian. This Agreement is intended to conform in all respects with, and is subject to all applicable 
I 

i 
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(9 Bindina Nature of Adiustments. Adjustments under this Section 9 will be made byqhe Administrator, whose 
determination as to what adjustments, if any, will be made and the extent thereof will be final, binding and conclusive. No 
.actional shares will be issued pursuant to the Options on account of any such adjustments. The terms and conditions of 

this Agreement shall apply with equal force to any additional andlor substitute securities received by the Employee 
pursuant to this Section 9 in exchange for, or by virtue of the Employee’s ownership of, the Options or the Option Shares, 
except as otherwise determined by the Administrator. 

10. Confidential Information. In consideration of the Options granted to the Employee pursuant to this Agreement, the 
Employee agrees and covenants that, except as specifically authorized by the Company, the Employee will keep 
confidential any trade secrets or confidential or proprietary information of the Company which are now or which hereafter 
may become known to the Employee as a result of the Employee’s employment by or other service relationship with the 
Company, and shall not at any time, directly or indirectly, disclose any such information to any person, firm, Company or 
other entity, or use the same in any way other than in connection with the business of the Company, at all times during 
and after the Employee’s employment or other service relationship. The provisions of this Section 10 shall not narrow or 
otherwise limit the obligations and responsibilities of the Employee set forth in any agreement of similar import entered 
into between the Employee and the Company. 

or other employment status or other service relationship of the Employee, nor be construed as a contract of employment 
or service relationship between the Company and the Employee, or as a contractual right of Employee to continue in the 
employ of, or in a service relationship with, the Company for any period of time, or as a limitation of the right of the 
Company to discharge the Employee at any time with or without cause or notice and whether or not such discharge 
results in the failure of any Options to vest or any other adverse effect on the Employee’s interests under the Plan. 

12. No Riahts as a Stockholder. The Employee shall not have any of the rights of a stockholder with respect to the 
Option Shares until such shares have been issued to him or her upon the due exercise of the Options. No adjustment 
shall be made for dividends or distributions or other rights for which the record date is prior to the date such shares are 
issued. 

or its stockholders to make or authorize any or all adjustments, recapitalizations, reorganizations or other changes in the 
Company’s capital structure or its business, or any merger or consolidation of the Company, or any issue of bonds, 
-‘ebentures, preferred or other stocks with preference ahead of or convertible into, or otherwise affecting the Common 

iock or the rights thereof, or the dissolution or liquidation of the Company, or any sale or transfer of all or any part of the 
ompany’s assets or business, or any other corporate act or proceeding, whether of a similar character or otherwise. 

14. Emdoyee. Whenever the word “Employee” is used in any provision of this Agreement under circumstances where 

a 

11. Non-Guarantee of Emplovment or Service RelationshiD. Nothing in the Plan or this Agreement shall alter the at-will 

13. The ComDanv’s Riahts. The existence of the Options shall not affect in any way the right or power of the Company 

a 
the provision should logically be construed, as determined by the Administrator, to apply to the estate, personal 
representative, or beneficiary to whom the Options may be transferred by will or by the laws of descent and distribution, 
the word “Employee” shall be deemed to include such person. 
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9. Adjustments for Corporate Transactions and Other Events. 

(a) Stock Dividend, Stock Split and Reverse Stock Split. Upon a stock dividend of, or stock split or reverse stock spii 
affecting, the Common Stock, the number of shares covered by and the exercise price and other terms of the Options, 
shall, without further action of the Board, be adjusted to reflect such event unless the Board determines, at the time it 
approves such stock dividend, stock split or reverse stock split, that no such adjustment shall be made. The Administrator 
may make adjustments, in its discretion, to address the treatment of fractional shares and fractional cents that arise with 
respect to the Options as a result of the stock dividend, stock split or reverse stock split. 

event of any change affecting the Common Stock, the Company or its capitalization, by reason of a spin-off, split-up, 
dividend, recapitalization, merger, consolidation or share exchange, other than any such change that is part of a 
transaction resulting in a Change in Control, the Administrator, in its discretion and without the consent of the Employee, 
shall make any adjustments in the Options, including but not limited to reducing the number, kind and price of securities 
subject to the Options. 

terminate upon the effective time of any such Change in Control unless provision is made in connection with the 
transaction in the sole discretion of the parties thereto for the continuation or assumption of the Options, or the 
substitution of the Options with new options of the surviving or successor entity or a parent thereof. In the event of such 
termination, the Employee will be permitted, for a period of at least I O  days prior to the effective time of the Change in 
Control, to exercise all of the Options that are then exercisable or will become exercisable upon or prior to the effective 
time of the Change in Control; provided, however, that any such exercise of any Options that become exercisable as a 
result of the Change in Control shall be deemed to occur immediately prior to the effective time of such Change in Cont-oi. 

(d) Poolincr of Interests Transactim. Notwithstanding anything in the Plan or this Agreement to the contrary, in 
connection with any business combination authorized by the Board, the Administrator, in its sole discretion and without 
the consent of the Employee, may make any modifications to the Options, including but not limited to cancellation, 
forfeiture, surrender or other termination of the Options, in whole or in part, regardless of their vested status, but solely to 
the extent necessary to facilitate the compliance of such transaction with requirements for treatment as a pooling of 
interests transaction for accounting purposes under generally accepted accounting principles. 

(e) Adiustments for Unusual Events. The Administrator is authorized to make, in its discretion and without the 
consent of the Employee, adjustments in the terms and conditions of, and the criteria included in, the Options in 
recognition of unusual or nonrecurring events affecting the Company, or the financial statements of the Company or any 
Affiliate, or of changes in applicable laws, regulations, or accounting principles, whenever the Administrator determines 
that such adjustments are appropriate in order to prevent dilution or enlargement of the benefits or potential benefits 
intended to be made available under the Options or the Plan. 

(b) Non-Chancre in Control Transactions. Except with respect to the transactions set forth in Section 9(a), in the 

(c) Chancre in Control Transactions. In the event of any transaction resulting in a Change in Control, the Options wiil 
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TeleCommunication Systems, Inc. 

Notes to Consolidated Financial Statements - (Continued) 
(amounts in thousands, except share and per share data) 

Composition of non-cash stock compensation expense was as f@lows: 
Direct costs of revenue $ 2,080 $ 1,509 $ 16 
Research and development expense 867 558 11 
Sales and marketing expense 628 326 18 

General and administrative expense - - -  758 723 675 
$ 4,333 $ 3,116 $720 ~ _ _ _ -  Total non-cash stock compensation expense 

18. Operating Leases 

We lease certain office space and equipment under non-cancelable operating leases that expire on various 
dates through 201 5. Future minimum payments under non-cancelable operating leases with initial terms of one 
year or more consisted of the following at December 31, 2007: 

2008 $ 3,428 
2009 - 201 0 4,369 
2011 - 2012 1,593 
Beyond 891 

9 10,278 

Our leases include our offices in Annapolis, Maryland under a lease expiring in March 2008, a second 
facility in Annapolis under a lease expiring in April 2008, a facility in Seattle, Washington under a lease expiring 
in September 2010, a facility in Oakland, California under a lease expiring August 2009, and a facility in 
Tampa, Florida under a lease expiring in December 2009 and a production facility in Tampa, Florida under a 
lease expiring in December 2015. The.Annapolis facilifies are utilized for executive and administrative offices, 
as well as portions of our Commercial and Government Segments. We are currently negotiating extension of 
our lease terms for our Annapolis facilities. The Seattle and Oakland facilities are utilized by our Commercial 
Segment and the Tampa facility is utilized by our Government Segment. Future payments on all of our leases 
are estimated based on future payments including the minimum future rent escalations, if any, stipulated in the 
respective agreements. 

Rent expense for continuing operations was $3,823, $3,603, and $3,480 for the years ended December 31, 
2007, 2006, and 2005, respectively. 

19. Concentrations of Credit Risk and Major Customers 

of accounts receivable and unbilled receivables. Those customers that comprised 10% or more of our 
revenues, accounts receivable, and unbilled receivables from continuing operations are summarized in the 
following tables. 

% of Total Revenues For the 
Year Ended December 31, 

2006 

Financial instruments that potentially subject us to significant concentrations of credit risk consist primarily 

2005 _____ - - Segment 2007 Customer 
US.  Government Government 37% 25% 17% 
CustomerA Commercial 20% 20% 17% 
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Tele Co m m u n i ca t i on Systems , I n c . 
Notes to Consolidated Financial Statements - (Continued) 
(amounts in thousands, except share and per share data) 

As of December 31,2007 As of December 31,2006 
Accounts Unbilled Accounts Unbilled 

Customer Receivable Receivables Receivable . Receivables 
U.S. Government 40% 66% 24% 36% 

~ 

CustomerA < I O %  <I 0% <I 0% < I O %  
Customer B 11% <I 0% 11% < I O %  

As of December 31,2007, our total exposure to credit risk was $23,689 based on the amount due to us by 
the above customers. As of December 31,2006 and 2005, our exposure to such risks was $72,645 and 
$15,598 respectively. We did not experience significant losses from amounts due to us by any customers for 
the year ended December 31, 2007. 

20. Business and Geographic Segment Information 

Our two reporting segments are the Commercial Segment and the Government Segment. 

Our Commercial Segment products and services enable wireless carriers to deliver short text messages, 
location information, internet content, and other enhanced communication services to and from wireless 
phones. Our Commercial Segment also provides E9-1-1 services, commercial location-based services, 
inter-carrier text message distribution services, and carrier technology on a hosted, or service bureau, basis. 
We also earn subscriber revenue through wireless applications including our Rand McNaIlym Traffic 
application. 

including our SwiftLinkB deployable communication systems. We also own and operate secure satellite 
teleport facilities, resell access to satellite airtime (known as space segment), and provide communication 
systems integration, information technology services, and software systems and services to the 
U.S. Department of Defense and other government customers. 

regarding segment assets. Accordingly, asset information by reportable segment is not presented. 

approximately $5,551, $7,349, and $6,874 of revenues generated from customers outside of the United States. 

1 

Our Government Segment designs, assembles, sells and maintains data network communication systems, 

Management evaluates segment performance based on gross profit. We do not maintain information 

For the years ended December 31,2007, 2006, and 2005, respectively, our revenues include 
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klotes to  Consolidated Financial Statements - (Continued) 
(amounts in thousands, except share and per share data) 

The following table sets forth results for our reportable segments  a s  of December 31, 2007. All revenues 
reported below are  from external customers. A reconciliation of segment gross profit to net loss for the 
respective periods is also included below: 

Year ended December 31, 

Comrn. Gvrnt Total Comrn. Gvmt Total Cornm. Gvrnt Total 
2007 2006 2005 --------- 

Revenue 
Services $ 58,793 $ 29,269 $ 88,062 $ 59,741 $ 26,639 $ 88,380 $ 54,196 $ 20,774 $ 74,972 
Systems 16521 39.565 56 106 17,219 19,337 36.556 11.668 15,513 27.181 

Total revenue 75.314 68,854 144 168 76 960 47,976 124,936 65.866 36,287 102.153 
Direct costs of 

revenue 
Direct cost of 

nlrerl m s t  of 
services 29,346 22,815 52,161 31,409 21,131 52,540 25.885 13,345 39,230 

- _ _  _ _  . . 
systems 5.024 3 2 . a ~ ~  37,906 5,211 12 672 17,883 5,710 12,009 17.719 
Total Direct Costs 34,370 55,697 90 067 36,620 33803 70.423 31,595 25.354 56,949 

Gross profit 
Services gross 

Systems gross 
profit 29,447 6,454 35,901 28,332 7,508 35,840 28,313 7,429 35,742 

profit 11,497 6,703 18 200 12,008 6.665 18.673 5.958 3,504 9,462 
Total Gross Profit $ $ 14,173 40,944 $ 13,157 $ 54 101 $ 40,340 $ 54,513 $ 34,271 $ 10,933 $ 45,204 

Source: TELECOMMUNICATION SY, 10-K, March 05,2008 

Total segment gross profit 
Research and development expense 
Sales and marketing expense 
General and administrative expense 
Depreciation and amortization of property and equipment 
Amortization of acquired intangible assets 
Interest expense 
Amortization of debt discount and debt issuance expenses, including $2,458 

Other incorne/(expense), net 
write-off in 2007 

lncome (Loss) from continuing operations 
Loss from discontinued operations 
Net loss 

2007 
$ 54,101 

(1 3,072) 
(11,917) 
(19,334) 
(6,200) 

(148) 
(1,776) 

(3,176) 
508 

(1,014) 
(275) 

$ (1,289) 

2006 

$ 54,513 
(12,586) 
(11,713) 
(16,959) 
(7,956) 

(147) 
(1,751) 

(1,447) 
22 

1,976 
(23,671) 

$ (21,695) 

2005 

$ 45,204 
(1 3,863) 
(10,535) 
(1 5,044) 
(8,625) 

(1 77) 
(702) 

(470) 
(1 04) 

(4,316) 
(7.1 51 ) 

$ (11,467) 
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Motes to Consolidated Financial Statements - (Continued) 
(amounts in thousands, except share and per share data) 

21. Quarterly Financial Information (Unaudited) 

and 2006. The quarterly information has not been audited, but in our opinion, includes all normal recurring 
adjustments, which are, in the opinion of the Management, necessary for fair statement of the results of  the 
interim periods. 

The following is a summary of the quarterly results of operations for the years ended December 31, 2007 

Revenue 
Gross profit 
Income (loss) from continuing operations 
Income (loss) from discontinued operations 
Net income (loss) 
Earnings per share - basic from continuing 

Loss per share - basic from discontinued 

Net loss per share - basic 
Earnings per share - diluted from continuing 

Income (loss) per share - diluted from 

Net income (loss) per share - diluted 

operations 

operations 

operations 

discontinued operations 

Revenue 
Gross profit 
Income from continuing operations 
Loss from discontinued operations 
Net loss 
Earnings per share - basic from continuing 

Loss per share - basic from discontinued 

Net loss per share - basic 
Earnings per share - diluted from continuing 

Loss per share - diluted from discontinued 

Net loss per share - diluted 

operations 

operations 

operations 

operations 

2007 
Three Months Ended 

(unaudited) 
March 31 June 30 September 30 December 31 

- 

$ 34,119 3 35,336 9 37,635 9 37,078 
3 14,295 3 10,681 $ 14,138 $ 14,987 
$ 767 $ (5,993) $ 1,716 $ 2,498 

(1 24) (1 45) 54 (6 1) 
$ 643 3 ( 6.138) 9 1,770 $ 2,437 

$ 0.02 $ (0.15) $ 0.04 $ 0.06 

3 (0.00) $ (0.00) $ 0.00 $ (0.00) 
$ 0.02 9 (0.151 $ 0.04 3 0.06 

$ 0.02 $ (0.15) $ 0.04 $ 0.06 

$ (0.00) $% (0.00) $ 0.00 $ (0.00) 

9 0.02 3 (0.15) 3 0.04 9 0.06 

2006 
Three Months Ended 

(unaudited) 
June 30 September 30 December 31 March 31 

3 31,686 $ 31,943 9 31,810 $ 30,496 
$ 13,562 $ 14,240 9 13,574 9 13,136 
$ 342 $ 759 $ 767 $ 111 

(2,054) (2.31 4) (1 4,5 1 0) (4.793) 
$ (1.712) 3 ( 1,555) 3 (13,749) 9 (4.682) 

$ 0.01 $ 0.02 $ 0.02 $ 0.00 

$ (0.05) 3 (0.06) !J (0.37) !J (0.12) 
9 (0.04) $ (0.04) 9 (0.35) 8 (0.12) 

$ 0.01 . $ 0.02 $ 0.02 $ 0.00 

$ (0.05) 9 (0.06) $ (0.37j $ (0.11) 
$ (0.04) $ (0.04) $ (0.35) $ (0.77) 
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Notes to  Consolidated Financial Statements - (Continued) 
(amounts in thousands, except share and per share data) 

22. Commitments and Contingencies 

In October 2006, two former shareholders of Xypoint Corporation sued the former officers and directors of 
that corporation for breach of fiduciary duty and violation of certain Washington state securities and consumer 
protection acts when they approved, and recommended that shareholders approve the merger of Xypoint into 
TeleCommunication Systems, Inc. The plaintiffs requested unspecified damages. The merger agreement from 
2001 provided that we would indemnify the officers and directors of Xypoint for a period of six years after the 
merger (ending January 2007) for their actions in approving the merger. In Deceqber 2006, the complaint was 
amended to include TCS as a defendant, as the successor-in-interest to Xypoint Corporation and Windward 
Acquisition Corporation (our acquisition subsidiary), both extinguished corporations. On May 7, 2007, the 
Honorable Jeffrey M. Ramsdell of the King County Superior Court (Washington) entered an order dismissing 
the complaint, with prejudice, On October 19, 2007, the plaintiffs filed an appeal of the dismissal order with the 
Washington Court of Appeals. We have purchased Directors and Officers insurance policies to cover claims 
against the former officers and directors of Xypoint and us, and believe that one or both of those insurance 
policies may cover some or all of the costs of this lawsuit. We intend to continue to defend the appeal 
vigorously. Although we believe a material loss is remote, we can make no assurances that the outcome will 
be favorable to us or that the insurance policies will be sufficient to .cover the costs incurred or any judgment 
amounts that may result. 

(now Sybase 365, a subsidiary of Sybase lnc.) and WiderThan Americas for patent infringement related to 
US. patent No. 6,985,748, Inter-Carrier Short Messaging Service Providing Phone Number Only Experience, 
issued to the Company. We resolved the matter with regard to WiderThan Americas, and during the second 
quarter of 2007 we received a favorable jury decision that Sybase 365 infringed the claims of our patent. The 
jury awarded us a one-time monetary payment in excess of $10 million for past damages and a 12% royalty. 
The jury also found Sybase 365’s infringement willful and upheld the validity of the patent. The jury’s findings 
remain subject to post trial motions. After the judge rules on the post trial motions, either side may appeal to 
the US Court ofAppeals for the Federal Circuit. There can be no assurances to what extent the matter will 
continue to be successful, if at all. Additionally, we could be subject to counter claims. 

and a director, and several investment banks that were the underwriters of our initial public offering (the 
“Underwriters”): Highstein v. Telecommunication Systems, Inc., et a/., United States District Court for the 
Southern District of New York, Civil Action No, 01-CV-9500. The plaintiffs seek an unspecified amount of 
damages. The lawsuit purports to be a class action suit filed on behalf of purchasers of our common stock 
during the period August 8, 2000 through December 6, 2000. The plaintiffs allege that the Underwriters agreed 
to allocate common stock offered for sale in our initial public offering to certain purchasers in exchange for 
excessive and undisclosed commissions and agreements by those purchasers to make additional purchases 
of common stock in the aftermarket at pre-determined prices. The plaintiffs allege that all of the defendants 
violated Sections 11, 12 and 15 of the Securities Act, and that the underwriters violated Section 10(b) of the 
Securities Exchange Act, and Rule lob-5 promulgated thereunder. The claims against us of violation o f ,  
Rule lob-5 have been dismissed with the plaintiffs having the right to re-plead. We will continue to defend the 
lawsuit vigorously. On February 15, 2005, the District Court issued an Order preliminarily approving a 
settlement agreement among class plaintiffs, all issuer defendants and their insurers, provided that the parties 
agree to a modification narrowing the scope of the bar order set forth in the settlement agreement. The parties 
agreed to a modification narrowing the scope of the bar order, and on August 31, 2005, the court issued an 
order preliminarily approving the settlement. On December 5, 2006, the United States Court ofAppeals for the 
Second Circuit overturned the District Court’s certification of the class of plaintiffs who are pursuing the claims 
that would be settled in the settlement against the underwriter defendants. Plaintiffs filed a Petition for 
Rehearing and Rehearing En Banc with the Second Circuit on January 5, 2007 in response to the Second 
Circuit‘s decision, and have informed the 

On July 12, 2006, we filed suit in the US District Court for the Eastern District of Virginia against Mobile 365 

In November 2001, a shareholder class action lawsuit was filed against us, certain of our current officers 
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District Court that they would like to be heard by the District Court as to whether the settlement may still be 
approved even if the decision of the Court of Appeals is not reversed. The District Court indicated that it would 
defer consideration o f  final approval of the settlement pending plaintiffs’ request for further appellate review. 
We intend to continue to defend the lawsuit until the settlement has received final approval or the matter is 
resolved otherwise. More than 300 other companies have been named in nearly identical lawsuits that have 
been filed by some of the same law firms that represent the plaintiffs in the lawsuit against US, and we believe 
that the majority of those companies will participate in the same settlement if approved. 

We are subject to certain litigation, claims and assessments which occur in the normal course of business. 
Based on consultation with our legal counsel, management is of the opinion that such matters, when resolved, 
will not have a material impact on our consolidated results of operations, financial position or cash flows. 

23. Related Party Transactions 

In February 2003, we entered into an agreement with Annapolis Partners LLC to explore the opportunity of 
relocating our Annapolis offices to a planned new real estate development. Our President and Chief Executive 
Officer owns a controlling voting and economic interest in Annapolis Partners LLC and he also serves as a 
member. The financial and many other terms of the agreement have not yet been established. The lease is 
subject to several contingencies and rights of termination. For example, the agreement can be terminated at 
the sole discretion of our Board of Directors if the terms and conditions of the development are unacceptable to 
us, including without limitation the circumstances that market conditions make the agreement not favorable to 
us or the overall cost is not in the best interest to us or our shareholders, or any legal or regulatory restrictions 
apply. Our Board of Directors will evaluate this opportunity along with alternatives that are or may become 
available in the relevant time periods and there is no assurance that we will enter into a definitive agreement at 
this new development site. 
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SIGNATURES 

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant 
has duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized. 

TeleCommunication Systems, Inc. 

By: .Is/ 4 
Maurice B. Tose 

Chief Executive Office< President and 
Chairman of the Board 

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by 
the following persons on behalf of the registrant and in the capacities and on the dates indicated. The 
undersigned hereby constitute and appoint Maurice B. To&, Thomas M. Brandt, Jr. and Bruce A. White, and 
each of them, their true and lawful agents and attorneys-in-fact with full power and authority in said agents and 
attorneys-in-fact, and in any one or more of them, to sign for the undersigned and in their respective names as 
directors and officers of TeleCommunication Systems, any amendment or supplement hereto. The 
undersigned hereby confirm all acts taken by such agents and attorneys-in-fact, and any one or more of them, 
as herein authorized 

Name I Title Date 

/s/ Maurice B. Tose 

Maurice E .  Tose 
/s /  Thomas M. Brandt, Jr. 

ThomasM. Brandt, Jr. 
/s/ James M. Bethrnann 

James M. Bethrnann 
/s /  Clyde A. Heintzelrnan 

Chief Executive Officer, President and 
Chairman of the Board (Principal Executive 
Officer) 
Chief Financial Officer and Senior Vice 
President (Principal Financial Officer) 

Director 

Director 
~~ 

Clyde A. Heintzelman 
/s/ Richard A. Kozak 

Richard A. Kozak 
/s/ Weldon H. Latharn 

Director 

Director 

Weldon H. Latham 
Is/ Byron F. Marchant 

Byron F. Marchant 

Director 

March 5, 
2008 

March 5, 
2008 

March 5, 
2008 

March 5, 
2008 

March 5, 
2008 

March 5, 

March 5, 
2008 

2008 
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Exhibit 
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4.1 

4.2 

4.3 

4.5 

4.6 
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4.10 

4.11 

10.1 

10.2t 

10.3t 

10.4t 

10.5t 

10.6t 

10.7t 

l 0 . 8 t  

1 o.9t 

10.10t 

Amended and Restated Articles of Incorporation. (Incorporated by reference l o  the company's Quarterly 
Report on Form IO-Q for the quarter ended June 30,2004) 
Second Amended and Restated Bylaws. (Incorporated by reference to the company's Quarterly Report on 
Form IO-Q for the quarter ended June 30, 2004) 
Form of Class A Common Stock certificate. (Incorporated by reference to the company's Registration 
Statement on Form S-I (No. 333-35522)) 
Warrants to Purchase Common Stock issued pursuant to the Securities Purchase Agreement for each of the 
investors party to the Securities Purchase Agreement dated January 13, 2004. (Incorporated by reference to 
the company's Current Report on Form 8-K filed on January 23, 2004) 
Note Purchase Agreement dated March 13, 2006 by and among the company and the Purchasers named 
therein (Incorporated by reference to the company's Annual Report on Form 10-K, as amended, for the year 
ended December 31, 2005) 
Warrants to Purchase Common Stock issued pursuant to the Note Purchase Agreement dated March 13, 
2006 to each of the Purchasers named therein (Incorporated by reference to the company's Annual Report 
on Form 10-K, as amended, for the year ended December 31, 2005) 
Notes issued pursuant to the Note Purchase Agreement dated March 13, 2006 to each of the Purchasers 
named therein (Incorporated by reference to the company's Annual Report on Form 10-K, as amended, for 
the year ended December 31, 2005) 
Registration Rights Agreement dated March 13, 2006 by and among the company and the Investors named 
therein (Incorporated by reference to the company's Annual Report on Form IO-K, as amended, for the year 
ended December 31,2005) 
Intellectual Property Security Agreement dated March 13, 2006 by and among the company, Bonanza Master 
Fund Ltd., as Agent, and the Secured Parties named therein (Incorporated by reference to the company's 
Annual Report on Form 10-K, as amended, for the year ended December 31, 2005) 
Subordination Agreement dated March 13, 2006 by and among the company, Silicon Valley Bank, and the 
Purchasers named therein (Incorporated by reference to the company's Annual Report on Form IO-K, as 
amended, for the year ended December 31,2005) 
West Garrett Office Building Full service Lease Agreement dated October 1, 1997 by and between the 
company and West Garrett Joint Venture. (Incorporated by reference to the company's Registration 
Statement on Form S-1 (No. 333-35522)) 
Form of Indemnification Agreement. (Incorporated by reference to the company's Registration Statement on 
Form S-1 (No. 333-35522)) 
Fourth Amended and Restated 1997 Stock Incentive Plan. (Incorporated by reference to Appendix A to  the 
company's definitive proxy statement for its 2004 Annual Meeting of stockholders as filed with the SEC on 
June 17,2004 (No. 000-30821)) 
First Amended and Restated Employee Stock Purchase Plan. (Incorporated by reference to the company's 
Registration Statement on Form S-8 (No. 333-136072)) 
Optionee Agreement dated October 1, 1997 by and between the company and Richard A. Young. 
(Incorporated by reference to  the company's Registration Statement on Form S-I (No. 333-35522)) 
Optionee Agreement dated July 29, 1998 by and between the company and Richard A. Young. (Incorporated 
by reference to the company's Registration Statement on Form S-1 (No. 333-35522)) 
Optionee Agreement dated October I, 1997 by and between the company and Thomas M. Brandt, Jr. 
(Incorporated by reference to the company's Registration Statement on Form S-I (No. 333-35522)) 
Optionee Agreement dated July 29, 1998 by and between the company and Thomas M. Brandt, Jr. 
(Incorporated by reference to the company's Registration Statement on Form S-I  (No. 333-35522)) 
Optionee Agreement dated April 1, 1999 by and between the company and Thomas M. Brandt, Jr. 
(Incorporated by reference to the company's Registration Statement on Form S-I  (No. 333-35522)) 
401 (k) and Profit Sharing Plan of the company dated January 1, 1999. (Incorporated by reference to the 
company's Registration Statement on Form S-4 (No. 333-51656)) 
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10.11-t Employment Agreement dated February 1,2001 by and between the company and Richard A. Young. 
(Incorporated by reference to the company's Quarterly Report on Form 10-Q for the quarter ended 
September 30, 2001) 
Employment Agreement dated February 1,2001 by and between the company and Thomas M. Brandt. 
(Incorporated by reference to the company's Quarterly Report on Form 10-Q for the quarter ended 
September 30, 2001) 
Employment Agreement dated February 1,2001 by and between the company and DrewA. Morin. 
(Incorporated by reference to the company's Quarteriy Report on Form 10-Q for the quarter ended 
September 30, 2001) 
EmploymentAgreement dated February 1, 2001 by and between the company and Timothy J. Lorello. 
(Incorporated by reference to the company's Quarterly Report on Form 10-Q for the quarter' ended 
September 30, 2001) 
Services Integration Agreement dated January 31, 2002 by and between the company and Hutchison 3G. 
(Incorporated by reference to the company's Annual Report on Form IO-K for the year ended December 31, 
2001) 

10.12-i 

10.13t 

10.14t 

10.15$ 

10.16 

10.17-f 

i o . i a t  

10.19t 

10.20t 

10.21t 

10.22t 

10.23t 

10.24t 

10.25t 

10.26t 

10.27t 

10.2a-t 

10.29t 

10.30t 

10.31t 

10.32t 

~. . 

Dee; of Lease by and between Annapolis Partner, LLC and the company. (Incorporated by reference to the 
company's Annual Report on Form 10-K for the year ended December 31,2002) 
Restricted stock award certificate to Mr. Thomas M. Brandt, Jr. (Incorporated by reference to the company's 
Quarterly Report on Form 10-Q for the quarter ended September 30, 2003) 
Restricted stock award certificate to Mr. Thomas M. Brandt, Jr. (Incorporated by reference to the company's 
Quarterly Report on Form IO-Q for the quarter ended September 30,2003) 
Restricted stock award certificate to Mr. Clyde A. Heintzelman. (Incorporated by reference to the company's 
Quarterly Report on Form 10-Q for the quarter ended September 30,2003) 
Restricted stock award certificate to Mr. Richard A. Kozak. (Incorporated by reference to the company's 
Quarterly Report on Form 10-Q for the quarter ended September 30,2003) 
Restricted stock award certificate to Mr. Weldon H. Latham. (Incorporated by reference to the company's 
Quarterly Report on Form IO-Q for the quarter ended September 30,2003) 
Restricted stock award certificate to Mr. Timothy J. Lorelio. (Incorporated by reference to the company's 
Quarterly Report on Form 10-Q for the quarter ended September 30,2003) 
Restricted stock award certificate to Mr. Timothy J. Lorello. (Incorporated by reference to the company's 
Quarterly Report on Form 10-Q for the quarter ended September 30,2003) 
Restricted stock award certificate to Mr. Bryon F. Marchant. (Incorporated by reference to the company's 
Quarterly Report on Form 10-Q for the quarter ended September 30,2003) 
Restricted stock award certificate to Mr. Drew A. Morin. (Incorporated by reference to the company's 
Quarterly Report on Form 10-Q for the quarter ended September 30,2003) 
Restricted stock award certificate to Mr. Drew A. Morin. (Incorporated by reference to the company's 
Quarterly Report on Form 10-Q for the quarter ended September 30,2003) 
Restricted stock award certificate to Mr. Maurice 8. Tose. (Incorporated by reference to the company's 
Quarterly Report on Form 10-Q for the quarter ended September 30,2003) 
Restricted stock award certificate to Mr. Maurice B. Tose. (Incorporated by reference to the company's 
Quarterly Report on Form 10-Q for the quarter ended September 30,2003) 
Restricted stock award Certificate to Mr. Kevin M. Webb. (Incorporated by reference to the company's 
Quarterly Report on Form 10-Q for the quarter ended September 30,2003) 
Restricted stock award certificate to Mr. Kevin M. Webb. (Incorporated by reference to the company's 
Quarterly Report on Form 10-Q for the quarter ended September 30, 2003) 
Restricted stock award certificate to Mr. Richard A. Young. (Incorporated by reference to the company's 
Quarterly Report on Form 10-Q for the quarter ended September 30,2003) 
Restricted stock award certificate to Mr. Richard A. Young. (Incorporated by reference to the company's 
Quarterly Report on Form 10-Q for the quarter ended September 30,2003) 
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Exhibit 
Numbers Description 

10.33 

10.34 

10.35 

10.361 

10.37 

10.38 

10.39 

10.40 

10.46 

10.47t 
10.48t 
10.49t 
12.1 
21.1 
23.1 
23.2 
31 .I 

31.2 

32.1 

32.2 

99.01 

Registration Rights Agreement dated as of December 18, 2003 by and among the company and the 
investors party to the 2003 SPA. (incorporated by reference to Exhibit 10 to the company's Current Report on 
Form 8-K dated December 18,2003) 
Trademark License Agreement by and among Aether, TSYS and the company dated as of January 13,2004. 
(incorporated by reference to the company's Current Report on Form 8-K filed on January 23, 2004) 
Registration Rights Agreement by and between the company and Aether dated as of January 13, 2004. 
(Incorporated by reference to the company's Current Report on Form 8-K filed on January 23, 2004) 
Amended and Restated Loan and Security Agreement by and between the company and Silicon Valley Bank. 
(Incorporated by reference to the company's Quarterly Report on Form 10-Q for the quarter ended 
September 30,2004) 
Restricted stock award certificate to Mr. Clyde A. Heintzelman (Incorporated by reference to the company's 
Annual Report on Form 10-K, as amended, for the year ended December 31, 2005) 
Restricted stock award certificate to Mr. Richard A. Kozak (Incorporated by reference to the company's 
Annual Report on Form 10-K, as amended, for the year ended December 31, 2005) 
Restricted stock award certificate to Mr. Weldon F. Latham (Incorporated by reference to the company's 
Annual Report on Form IO-K, as amended, for the year ended December 31, 2005) 
Restricted stock award certificate to Mr. Byron F. Marchant (Incorporated by reference to the company's 
Annual Report on Form IO-K, as amended, for the year ended December 31, 2005) 
Second Amended and Restated Loan and Security Agreement by and between the Company and Silicon 
Valley Bank (Incorporated by reference to the company's Quarterly Report on Form 10-Q for the quarter 
ended September 30,2005) 
Form of Incentive Stock Option Agreement 
Form of Non-Qualified Stock Option Agreement 
Form of Restricted Stock Grant Agreement 
Supplemental Financial Statement Schedule I1 
Subsidiaries of the Registrant 
Consent of Ernst C? Young LLP 
Consent of James Cowper 
Certification pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 302 of the Sarbanes-Oxley 
Act of 2002 
Certification pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 302 of the Sarbanes-Oxley 
Act of 2002 
Certification pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 302 of the Sarbanes-Oxley 
Act of 2002 
Certification pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 302 of the Sarbanes-Oxley 
Act of 2002 
Report of Independent Auditors- James Cowper 

Management contract, compensatory plans or arrangement required to b e  filed as an exhibit pursuant to 
Item 15(a)(3) of Form 10-K. 

Confidential treatment has been for certain portions of this Exhibit pursuant to Ru le  24b-2 of the Securities 
Exchange Ac t  of 1934, as amended, which portions have been omitted and filed separately with the 
Securities and Exchange Commission. 
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Exhibi t  10.47 

Incentive Stock Option Grant Agreement 

Under The 

TeleCommunication Systems, Inc. 

Fif th Amended and Restated 1997 Stock Incentive Plan 

1. Terminoloay. All capitalized words that are not defined in this Agreement have the meanings ascribed to them in the 
Plan. For purposes of this Agreement, the terms below have the following meanings: 

(a) “Cause” has the meaning ascribed to such term or words of similar import in the Employee’s written 
employment or service contract with the Company and, in the absence of such agreement or definition, means: (i) the 
willful commission by the Employee of a criminal or other act that causes or is likely to cause substantial economic 
damage to the Company or substantial injury to the business reputation of the Company; (ii) the commission by the 
Employee of an act of fraud in the performance of such Employee’s duties on behalf of the Company; or (iii) the 
continuing willful failure of the Employee to perform the duties of such Employee to the Company (other than such failure 
resulting from the Employee’s incapacity due to physical or mental illness), all as determined by the Administrator, which 
determination will be conclusive. For purposes of this Agreement, no act, or failure to act, on the Employee’s part shall be  
considered “willful” unless done or omitted to be done by the Employee not in good faith with the reasonable belief that 
the Employee’s action or omission was in the best interest of the Company. 

(b) “Change in ConfroP‘ means: (i) an acquisition (other than from the Company) in a transaction, or a series of 
related transactions, by any person, entity or “group,” within the meaning of Section 13(d)(3) or 14(d)(2) of the Securities 
ExchangeAct of 1934 (the “Exchange A d ) ,  (excluding for this purpose, (A) the Company or its subsidiaries, (6) any 
employee benefit plan of the Company or its subsidiaries which acquires beneficial ownership of voting securities of the 
Company, (C) an underwriter temporarily holding securities pursuant to an offering of such securities, or (D) any 
corporation owned, directly or indirectly, by the stockholders of the Company in substantially the same proportions as their 
ownership of the then outstanding voting securities of the Company entitled to vote generally in the election of directors) 
of beneficial ownership, within the meaning of Rule 13d-3 promulgated under the Exchange Act, of 50% or more of either 
‘be then outstanding shares of common stock or the combined voting power of the Company‘s then outstanding voting 

zurities entitled to vote generally in the election of directors (the “Company Vofing Stock”); (ii) the effective time of any 
merger, share exchange, consolidation or other reorganization or business combination of the Company if immediately 
after such transaction persons who hold a majority of the outstanding voting securities entitled to vote generally in the 
election of directors of the surviving entity (or the entity owning 100% of such surviving entity) are not persons who held 
the Company Voting Stock immediately prior to such transaction; (iii) the closing of a sale or conveyance of all or 
substantially all of the assets of the Company; (iv) individuals who were the Board’s nominees for election as directors 
immediately prior to a meeting of the stockholders of the Company involving an actual or threatened election contest 
relating to the election of the directors of the Company, as such terms are used in Rule 14a-11 of Regulation 14A 
promulgated under the 
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Exchange Act, cease to constitute a majority of the Board following the election; or (v) the dissolution or liquidation of the 
Company; provided, however, that the term “Change in Control” does not include a public offering of capital stock of the 
Company that is effected pursuant to a registration statement filed with, and declared effective by, the Securities and 
Exchange Commission under the Securities Act of 1933. 

requires. 
(c) “Company” includes TeleCommunication Systems, Inc. and its Affiliates, except where the context otherwise 

(d) “Option Shares” mean the shares of Common Stock underlying the Options. 

(e) “Total and Permanent Disability” means the inability to engage in any substantial gainful activity by reason of 
any medically determinable physical or mental impairment which can be expected to result in death or which has lasted or 
can be expected to last for a continuous period of not less than twelve months. The Administrator may require such proof 
of Total and Permanent Disability as the Administrator in its sole discretion deems appropriate and the Administrator’s 
good faith determination as to whether the Employee is totally and permanently disabled will be final and binding on all 
parties concerned. 

attached hereto and constitutes a part of the Agreement (the “Vesting Schedule”), so long as the Employee is in the 
continuous employ of, or in a service relationship with, the Company from the Grant Date through the applicable date 
upon which vesting is scheduled to occur. No vesting will accrue to any Options after the Employee ceases to be in either 
an employment or other service relationship with the Company. 

2. Vesting. The Options vest in accordance with the vesting schedule identified in the Stock Option Certificate which is 

3. Exercise of Ootions. 

(a) Riqht to Exercise. The Employee may exercise the Options to the extent vested at any time on or before the 
Expiration Date or the earlier termination of the Options, unless otherwise provided in this Agreement. Section 4 below 
describes certain limitations on exercise of the Options that apply in the event of the Employee’s death, Total and 
Permanent Disability, discharge by the Company without Cause or other termination of employment or other service 
relationship with the Company. The Options may be exercised only in multiples of whole shares and may not be exercised 
at any one time as to fewer than one hundred shares (or such lesser number of shares as to which the Options are then 
exercisable). No fractional shares will be issued under the Options. 

(b) Exercise Procedure. In order to exercise the Options, the following items must be delivered to the Administrator 
before the expiration or termination of the Options: (i) an exercise notice, in such form as the Administrator may require 
from time to time, specifying the number of Option Shares to be purchased, and (ii) full payment of the Exercise Price for 
such Option Shares or properly executed, irrevocable instructions, in such form as the Administrator may require from 
time to time, to effectuate a broker-assisted cashless exercise, each in accordance with Section 3(c) of this Agreement. 
An exercise will not be  effective until all of the foregoing items are received by the Administrator. 

- 2 -  
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(c) Method of Pavment. Payment of the Exercise Price may be made by delivery of cash, certified or cashier's 
eck, money order or other cash equivalent acceptable to the Administrator in its discretion, a broker-assisted cashless 

(I),xercise in accordance with Regulation T of the Board of Governors of the Federal Reserve System through a brokerage 
firm approved by the Administrator, or a combination of the foregoing. In addition, payment of the Exercise Price may be 
made by any of the following methods, or a combination thereof, as determined by the Administrator in its discretion at the 
time of exercise: 

(i) by tender (via actual delivery or attestation) to the Company of other shares of Common Stock of the Company 
which have a Fair Market Value on the date of tender equal to the Exercise Price, providedthat such shares have been 
owned by the Employee for a period of at least six months free of any substantial risk of forfeiture or were purchased on 
the open market without assistance, direct or indirect, from the Company; 

the Administrator; or 
(ii) by delivery of the Employee's full recourse promissory note payable to the Company in a form approved by 

(iii) by any other method approved by the Administrator. 

(d) Issuance of Shares upon Exercise. Upon exercise of the Options in accordance with the terms of this 
Agreement, the Company will issue to the Employee, the brokerage firm specified in the Employee's delivery instructions 
pursuant to a broker-assisted cashless exercise, or such other person exercising the Options, as the case may be, the 
number of shares of Common Stock so paid for, in the form of fully paid and nonassessable stock. The Company will 
deliver stock certificates for the Option Shares as soon as practicable after exercise, which certificates will, unless such 
Option Shares are registered or an exemption from registration is available under applicable federal and state law, bear a 
legend restricting transferability of such shares. 

4. Termination of EmDlovment or Service. 

(a) Exercise Period Followina Cessation of Emdovment or Other Service Relationship, In General. If the Employee 
ceases to be employed by, or in a service relationship with, the Company for any reason other than death, Total and 
Permanent Disability, or discharge by the Company without Cause, the Options terminate in their entirety, regardless of 
whether the options are vested, immediately upon the Employee's termination of employment or other service 
relationship. 

(b) Termination bv the Companv Without Cause. In the event the Employee's employment or other service 
lationship is terminated by the Company without Cause, (i) the unvested Options, after giving effect to the provisions of 

during the 90-day period following such cessation, but in no event after the Expiration Date. Unless sooner terminated, the 
vested Options terminate upon the expiration of such 90-day period. 

(c) Disabilitv of Emdovee. Notwithstanding the provisions of Section 4(a) above, if the Employee ceases to be 
employed by, or in a service relationship with, the Company as a result of the Employee's Total and Permanent Disability, 
(i) the unvested 
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Options, after giving effect to the provisions of Section 2 of this Agreement, terminate immediately upon such cessation, 
and (ii) the vested Options remain exercisable during the six-month period following such cessation, but in no event after 
the, Expiration Date. Unless sooner terminated, the vested Options terminate upon the expiration of such six-month 
period. 

(d) Death of Emdovee. If the Employee dies prior to the expiration or other termination of the Options, (i) the 
unvested Options, after giving effect to the provisions of Section 2 of this Agreement, terminate immediately upon the 
Employee’s death, and (ii) the vested Options remain exercisable during the six-month period following the Employee’s 
death, but in no event after the Expiration Date, by the Employee’s executor, personal representative, or the person(s) to 
whom the Options are transferred by will or the laws of descent and distribution. Unless sooner terminated, the vested 
Options terminate upon the expiration of such six-month period. 

regardless of whether the Options are vested, immediately upon the Employee’s discharge of employment or other 
service relationship for Cause or upon the Employee’s commission of any of the following acts during any period following 
the cessation of employment or other service relationship during which the Options otherwise would be exercisable: 
(i) fraud on or misappropriation of any funds or property of the Company, or (ii) breach by the Employee of any provision 
of any employment, non-disclosure, non-competition, non-solicitation, assignment of inventions, or other similar 
agreement executed by the Employee for the benefit of the Company, as determined by the Administrator, which 
determination will be conclusive. 

(9 Chanae in Status. If the Employee’s relationship with the Company ceases to be a “common law employee” 
relationship but the Employee continues to provide bona fide services to the Company following such cessation in a 
different capacity, including without limitation as a director, consultant or independent contractor, then a termination of 
employment or other service relationship shall not be deemed to have occurred for purposes of this Section 4 upon such 
change in relationship. Notwithstanding the foregoing, the Options shall not be treated as incentive stock options within 
the meaning of Code section 422 with respect to any e x e r c h t h a t  occurs more than 90 days after such cessation of the 
common law employee relationship (except as otherwise permitted under Code section 421 or 422). 

5. Nontransferabilitv of ODtions. These Options are nontransferable otherwise than by will or the laws of descent and 
distribution and during the lifetime of the Employee, the Options may be exercised only by the Employee or, during the 
period the Employee is under a legal disability, by the Employee’s guardian or legal representative. Except as provided 
above, the Options may not be assigned, transferred, pledged, hypothecated or disposed of in any way (whether by 
operation of law or otherwise) and shall not be subject to execution, attachment or similar process. 

6. Qualified Nature of the Options. The Options are intended to qualify as incentive stock options within the meaning of 
Code section 422 (“Incentive Stock Options”), to the fullest extent permitted by Code section 422, and this Agreement 
shall be so construed. Pursuant to Code section 422(d) the aggregate fair market value (determined as of the Grant Date) 
of shares of Common Stock with respect to which all Incentive Stock Options first become exercisable by the Employee in 
any calendar year under the Plan or any other plan of the 
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Company (and its parent and subsidiary corporations, within, the meaning of Code section 424(e) and (9, as may exist 
?m time to time) may not exceed $1 00,000 or such other amount as may be permitted from time to time under Code 0 -2ction 422. To the extent that such aggregate fair market value exceeds $1 00,000 or other applicable amount in any 

calendar year, such stock options will be treated as nonstatutory stock options with respect to the amount of aggregate 
fair market value thereof that exceeds the Code section 422(d) limit. For this purpose, the Incentive Stock Options will be 
taken into account in the order in which they were granted. In such case, the Company may designate the shares of 
Common Stock that are to be treated as stock acquired pursuant to the exercise of Incentive Stock Options and the 
shares of Common Stock that are to be treated as stock acquired pursuant to nonstatutory stock options by issuing 
separate certificates for such shares and identifying the certificates as such in the stock transfer records of the Company. 

Notwithstanding anything herein to the contrary, if the Employee owns, directly or indirectly through attribution, stock 
possessing more than 10% of the total combined voting power of all classes of stock of the Company or of any of its 
subsidiaries (within the meaning of Code section 424(f)) on the Grant Date, then the Exercise Price is the greater of 
(a) the Exercise Price stated on the Stock Option Certificate which is attached hereto and constitutes a part of this 
Agreement or (b) 11 0% of the Fair Market Value of the Common Stock on the Grant Date, and the Expiration Date is the 
last business day prior to the fifth anniversary of the Grant Date. 

Code section 422 provides additional limitations respecting the treatment of these Options as Incentive Stock Options. 

7. Notice of Disaualifvina Diwosition. If the Employee makes a disposition (as that term is defined in Code section 
424(c)) of any Option Shares acquired pursuant to these Options within two years of the Grant Date or within one year 
after the Option Shares are transferred to the Employee, the Employee agrees to notify the Administrator of such 
disposition in writing within 30 days of the disposition. 

8. Withholdina of Taxes. At the time the Options are exercised, in whole or in part, or at any time thereafter as 
requested by the Company, the Employee hereby authorizes withholding from payroll or  any other payment of any kind 
due the Employee and otherwise agrees to make adequate provision for foreign, federal, state and local taxes required by 
law to be withheld, if any, which arise in connection with the Options (including upon a disqualifying disposition within the 
meaning of Code section 421 (b)). The Company may require the Employee to make a cash payment to cover any 
withholding tax obligation as a condition of exercise 0.f the Options or issuance of share certificates representing Option 
Shares. 

The Administrator may, in its sole discretion, permit the Employee to satisfy, in whole or in part, any withholding tax 
iligation which may arise in connection with the Options either by electing to have the Company withhold from the e shares to be issued upon exercise that number of shares, or by electing to deliver to the Company already-owned shares, 

in either case having a Fair Market Value equal to the amount necessary to satisfy the statutory minimum withholding 
amount due. 

- 5 -  
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SECTION 83(b) ELECTION FORM 
Eleci o t Pursuaot fo Section 83(b) o f  fhe Internal Revenue Code 

1 0  l / i i /ude  Property in Gross Income in Year of Transfer 
The undersigned hereby mahes Lati election pursuant to Section 83(b) of the Internal Revenue Code with respect to the 

property described below and supplies the following information in accordance with the regulations promulgated 
thereunder: 

1. The name, address, and taLpayer identification number of the undersigned are. 

2. The property with respect to Lh i ch  ihe election is made is shares .of Class A Common 
Stock, $0.01 par value, of TeleCornmunication Systems, Inc., a Maryland corporation. 

3. The date on which the property was transferred to the taxpayer was 2 20 
4. The taxable year to which this election relates is calendar year 20 

5. The property is subject to forfeiture if for any reason taxpayer's service with the issuer is terminated. The risk of 
forfeiture lapses in installments, 33-1/3% on the date one year after the date the property was transferred, 66-2/3% on the 
date two years after the date the prnperty was transferred and 100% on the date three years after the date the property 
was transferred, provided that the taxpayer is in the employ of or a service relationship with the issuer on each such date. 

6. The fair market value at the time of transfer (determined without regard to any restrictions other than restrictions 
which by their terms will never lapse) of the property with respect to which this election is being made is 
$ per share; with a cumulative fair market value of $ 
not pay any amount for these shares. 

services underlying the transfer of such property. 

@ corresponding to Section 83(b) of the Internal Revenue Code. 

Commissioner o f  Internal Revenue. 

. The taxpayer did 

7. Acopy of this statement was lurnished to TeleCornmunication Systems, Inc., for whom taxpayer rendered the 

8. This election is made to the same effect, and with the same limitations, for purposes of any applicable state statute 

The undersigned understands that the foregoing election may nof be revoked except wifh fhe consenf of fhe 

Date: i 
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INSTRUCTIONS REGARDING SECTION 83(b) ELECTIONS @ I. An 83(6) Election is Irrevocable. 
2. If you c h o o s e  t o  make a n  83(b) Election, a n  8J(b) Election Form m u s t  b e  filed with t h e  Internal Revenue 

Service within 30 d a y s  of the  d a t e  t h e  restricted s t o c k  is transferred to  you ;  no except ions to this  rule a r e  
made.  

3. You m u s t  provide a c o p y  of the  83(b) Election Form to t h e  corporate  secretary or other  designated officer of 
t h e  Company. This copy  s h o u l d  b e  provided t o  t h e  Company a t  t h e  s a m e  time that you  file your  83(b) Election 
Form with t h e  Internal Revenue Service.  

t a x  return for t h e  taxable year  in which you  received t h e  restricted s tock.  

r e spec t  to t h e  g r o s s  income you recognized unde r  the 83(b) Election. 

4. In addition to making t h e  filing unde r  Itern 2 above,  you mus t  a t tach a copy  of your  83(b) Election Form to your  

5. If you  make  a n  83(b) Election and  later forfeit the restricted s tock,  you will not be entitled to a deduction with 

You are urged to consul t  your  personal  tax advisor  before making a n  83(b) Election to d i s c u s s  the  c o n s e q u e n c e s  
thereof  a n d  cons ide r  whether  s u c h  a n  election is advisable  under t h e  circumstances.  
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STOCK POWER 
FOR VALUE RECEIVED, the undersigned, , hereby sells, assigns and transfers unto 

TeleCommunication Systems, Inc., a Maryland corporation (the “Company”), or its successor, 
common stock, par value $0.01 per share, of the Company standing in my name of the books of the  Company, 
represented by Certificate No. 
appoints __ 
books of the  Company with full power of substitution in t h e  premises. 

WITNESS: 

shares of 

, which is attached hereto, and hereby irrevocably constitutes and  
as my attorney to transfer the said stock on the  

Dated: 

_p___- . .s 

I 
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Company’s assets or business, or any other corporate act or proceeding, whether of a similar character or otherwise. 

12. Emplovee. Whenever the word “Employee” is used in any provision of this Agreement under circumstances where 
the provision should logically be construed, as determined by the Administrator, to apply to the estate, personal 
representative, beneficiary to whom the Award Shares may be transferred by will or by the laws of descent and 
distribution, or another permitted transferee, if any, the word “Employee” shall be deemed to include such person. 

13. Notices. All notices and other communications made or given pursuant to this Agreement shall be in writing and 
shall be sufficiently made or given if hand delivered or mailed by certified mail, addressed to the Employee at the address 
contained in the records of the Company, or addressed to the Administrator, care of the Company for the attention of its 
Corporate Secretary at its principal executive office or, if the receiving party consents in advance, transmitted and 
received via telecopy or via such other electronic transmission mechanism as may be available to the parties. 

14. Entire Asreement. This Agreement contains the entire agreement between the parties with respect to the Award 
Shares granted hereunder. Any oral or written agreements, representations, warranties, written inducements, or other 
communications made prior to the execution of this Agreement with respect to the Award Shares granted hereunder shall 
be void and ineffective for all purposes. 

15. Amendment. This Agreement may be amended from time to time by the Administrator in its discretion; provided, 
however, that this Agreement may not be modified in a manner that would have a materially adverse effect on the Award 
Shares as determined in the discretion of the Administrator, except as provided in the Plan or  in a written document 
signed by each of the parties hereto. 

16. Conformitv with Plan. This Agreement is intended to conform in all respects with, and is subject to all applicable 
provisions of, the Plan. Inconsistencies between this Agreement and the Plan shall be r-?solvcd in accordance with the 
terms of the Plan. In the event of any ambiguity in this Agreement or any matters as lo which this Agreement is silent, the 
Plan shall govern. A copy of the Plan is available upon request to the Administrator. 

17. Governina Law. The validity, construction and effect of this Agreement, and of any determinations or decisions 
made by the Administrator relating to this Agreement, and the rights of any and all pers3ns having or claiming to have any 
interest under this Agreement, shall be determined exclusively in accordance wiih the / of the State of Maryland, 
without regard to its provisions concerning the applicability of laws of other jurisdictions. Any suit with respect hereto will 
be brought in the federal or state courts in the districts which include Annapolis, Marylar?d, and the Employee hereby 

0 18. Headinas. The headings in this Agreement,are for reference purposes only and shall not affect the meaning or 

igrees and submits to the personal jurisdiction and venue thereof. 

interpretation of this Agreement. 
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Company, or the financial stalir:lenls of the Company or any Affiliate, or of changes in applicable laws, regulations, or 
xcount ing principles, wher1ebc.i (he Administrator determines that such adjustments are appropriate in order to prevent 
,ilution or enlargement of the k,,mefits or potential benefits intended to be made available pursuant to the Award Shares 
or the Plan. 

determination as to what adjii.:iri~ents, i f  any, will be made and the extent thereof will be final, binding and conclusive, No 
fractional Award Shares will resiilt from any such adjustments. 

additional and/or substitute seciiiiiiss received by the Employee in exchange for, or by virtue of the Employee’s ownership 
of, theAward Shares, whether as a result of any spin-off, stock split-up, stock dividend, stock distribution or other 
reclassification of the Common Stock of the Company, except as otherwise determined by the Administrator. If the Award 
Shares are converted into or exchanged for, or stockholders of the Company receive by reason of any distribution in total 
or partial liquidation or pursuant to any merger of the Company or acquisition of its assets, securities of another entity, or 
other property (including cash), lhen the rights of the Company under this Agreement shall inure to-the benefit of the 
Company’s successor, and this Agreement shall apply to the securities or other property received upon such conversion, 
exchange or distribution in the same manner and to the same extent as the Award Shares. 

8. Confidential Information. I i i  consideration of the Award Shares granted to the Employee pursuant to this Agreement, 
the Employee agrees and covenants that, except as specifically authorized by the Company, the Employee will keep 
confidential any trade secrets or confidential or proprietary information of the Company which are now or which hereafter 
may become known to the Employee as a result of the Employee’s employment by or other service relationship with the 
Company, and shall not at any Lime, directly or indirectly, disclose any such information to any person, firm, Company or 
other entity, or use the same in any way other than in connection with the business of the Company, at all times during 
and after the Employee’s employinent or other service relationship. The provisions of this Section 8 shall not narrow or 
otherwise limit the obligations and responsibilities of the Employee set forth in any agreement of similar import entered 
into between the Employee and the Company. 

9. Non-Guarantee of Employnient or Service Relationship, Nothing in the Plan or this Agreement shall alter the at-will 
or other employment status or other service relationship of the Employee, nor be construed as a contract of employment 
or service relationship between the Company and the Employee, or as a contractual right of the Employee to continue in 
%e employ of, or  in a service relationship with, the Company for any period of time, or as a limitation of the right of the 
iompany to discharge the Employee at any time with or without cause or notice and whether or not such discharge 

results in the failure of any Award Shares to vest or any other adverse effect on the Employee’s interests under the Plan. 

10. Riahts as Stockholder, Except as otherwise provided in this Agreement with respect to the Restricted Shares, the 
Employee shall be  entitled to all rights of a stockholder of the Company, including the right to vote the shares and receive 
dividends and/or other distributions declared on the Award Shares. 

11. The Companv’s Riahts. The existence of the Award Shares shall not affect in any way the right or power of the 
Company or its stockholders to make or authorize any or all adjustments, recapitalizations, reorganizations or other 
changes in the Company’s capital structure or its business, or any merger 09 consolidation of the Company;or any issue 
of bonds, debentures, preferred or other stocks with preference ahead of or convertible into, or otherwise affecting the 
Common Stock or the rights thereof, or the dissolution or liquidation of the Company, or any sale or transfer of all or any 
part of the 

(e) Bindina Nature oi Ar.::!.i>iiii?nk. Adjustments under this Section 7 will be made by the Administrator, whose 

e .  
(9 Bindinq Nature of Ao,r?eiiieni. The terms and conditions of this Agreement shall apply with equal force to any 

a 
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(b) The stock certificate evidencing the Award Shares shall bear a legend restricting transferability of such shares, 
d e s s  such Award Shares are registered or an exemption from registration is available under applicable federal and state 

law. If required by the authorities of any state in connection with the issuance of the Award Shares, the legend or legends 
required by such state authorities shall also b? endorsed on all such certificates. 

6. Tax Election and Tax Withholdinq. 

(a) The Employee hereby acknowledges that he has been advised by the Company to seek independent tax advice 
regarding the availability and advisability of making an election under Section 83(b) of the Internal Revenue Code of 1986, 
as amended, and that any such election, if made, must be made within 30 days of the Grant Date. The Employee is not 
relying on the Company or any of its officers, directors or employees for tax advice regarding this award. The Employee 
expressly acknowledges that he is solely responsible for filing any such Section 83(b) election with the appropriate 
governmental authorities, irrespective of the fact that such election is also delivered to the Company. 

(b) The Company or any Affiliate shall have the right to deduct from any compensation or any other payment of any 
kind (including withholding the issuance of shares of Common Stock) due the Employee the amount of any federal, state, 
local or foreign taxes required by law to be withheld as a result of the grant or vesting of the Award Shares in whole or in 
part; provided, however, that the value of the shares of Common Stock withheld may not exceed the statutory minimum 
withholding amount required by law. In lieu of such deduction, the Company may require the Employee to make a cash 
payment to the Company or an Affiliate equal to the amount required to be withheld. If the Employee does not make such 
payment when requested, the Company may refuse to issue any Common Stock certificate und,er this Agreement until 
arrangements satisfactory to the Administrator for such payment have been made. 

7. Adiustments for Corporate Transactions and Other Events. 

(a) Stock Dividend, Stock Split and Reverse Stock Split. Upon a stock dividend of, or stock split or reverse stock split 
affecting, the Common Stock, the number ofAward Shares and the number of such Award Shares that constitute 
Restricted Shares shall, without further action of the Board, be adjusted to reflect such event, unless, the Board 
determines, at the time it approves such stock dividend, stock split, or reverse stock split, that no such adjustment shall be 
made. The Administrator may make adjustments, in its discretion, to address the treatment of fractional shares with 
respect to the Award Shares as a result of the stock dividend, stock split or reverse stock split. 

went of any change affecting the Common Stock, the Company or its capitalization, by reason of a spin-off, split-up, 
dividend, recapitalization, merger, consolidation or share exchange, other than any such change that is part of a 
transaction resulting in a Change in Control, the Administrator, in its discretion and without the consent of the Employee, 
shall make any adjustments in the Award Shares, including but not limited to reducing the number and kind of securities 
subject to the Award Shares. 

(c) Chancre in Control Transactions. In tbe event of any transaction resulting in a Change in Control, the Restricted 
Shares will be forfeited upon the effective time of any such Change in Control ui.~less provision is made in connection with 
the transaction in the sole discretion of the parties thereto for the continuation or assumption of t h e  Restricted Shares, or 
the substitution of the Restricted Shares with new shares of the surviving or successor entity or a parent thereof. 

(d) Adiustments for Unusual Events. The Administrator is authorized to make, in its discretion and without the 
consent of the Employee; adjustments in the terms and conditions of, and the criieria i~d~.!cl,?;! in, the Award Shares in 
recognition of unusual or nonrecurring events affecting the 

(b) Non-Chanae in Control Transactions. Except with respect to the transactions set forth in Section 7(a), in the 
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(c) “Company” includes TeleCoinmunication Systems, Inc. and its Affiliates, except where the context otherwise 

(d) “Resfricfed Shares” m m n s  Award Shares that are not vested as provided in Section 2 on the relevant date. 

(e) “Tofal and fermanen f  Disability” means the inability to engage in any substantial gainful activity by reason of 
any medically determinable physical or mental impairment which can be expected to result in death or which has lasted or 
can be expected to last for a coiiiinuous period of not less than twelve months. The Administrator may require such proof 
of Total and Permanent Disability as the Administrator in its sole discretion deems appropriate and the Administrator’s 
good faith determination as to whether the Employee is totally and permanently disabled will be final and binding on all 
parties concerned. 

2. Vesting. The Award Shares vest and become nonforfeitable in accordance with the vesting schedule identified in the 
Restricted Stock Award Certificate (the “Vesfing Schedule”) so long as the Employee is in the continuous employ of, or in 
a service relationship with, the Coinpany from the Grant Date through the applicable date upon which vesting is 
scheduled to occur. No vesting will accrue to any Award Shares after the Employee ceases to be in either an employment 
or other service relationship with the Company. 

the Company for any reason, all Restricted Shares, after giving effect to the provisions of Section 2 of this Agreement, will 
be immediately forfeited to the Company upon such cessation for no consideration. 

.equires. 

0 

3. Termination of Emdoyment or Service. If the Employee ceases to be employed by, or in a service relationship with, 

4. Restrictions on Transfer. 

(a) Restricted Shares may not be assigned, transferred, pledged, hypothecated or disposed of in any way (whether 
by operation of law or otherwise) and shall not be subject to execution, attachment or similar process. 

(b) The Company, at its discretion, may impose restrictions upon the sale, pledge or other transfer of the Award 
Shares (including the placement of appropriate legends on stock certificates or the imposition of stop-transfer instructions) 
if, in the judgment of the Company, such restrictions are necessary or desirable in order to achieve compliance with the 
Securities Act, the securities laws of any state or any other law. 

(c) The Company shall not be required fo (i) transfer on its books any Award Shares that have been sold or 
transferred in contravention of this Agreement or (ii) treat as the owner ofAward Shares, or otherwise to accord voting, 
dividend or liquidation rights to, any transferee to whom Award Shares have been transferred in contravention of this - 
\greement. 0 5. Stock Certificates. 

(a) The stock certificates evidencing the Award Shares shall be registered on the Company’s books in the name of 
the Employee as of the Grant Date. Physical possession or custody of such stock certificatzs shall be retained by the 
Company until such time as the shares are vested and, thereafter, the Company shall either deliver to the Employee one 
or more certificates in the name of the Employee for that number of vested shares owned by the Employee or provide for 
uncertificated, book entry issuance of those shares. If requested, the Employee shall deliver to the Company a stock 
power, endorsed in blank, with respect to any Restricted Shares. All regular cash dividends on Restricted Shares shall be 
paid directly to the Employee and shall not be held by the Company. 
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Exhibi t  10.49 

Restricted Stock  Grant Agreement 

Under  The 

TeleCornmunication Systems, Inc. Fif th Amended and Restated 1997 Stock Incentive Plan 
The Restricted Stock Award Ceriificate which is attached hereto constitutes a part of this Restricted Stock Grant 

I .  Terminolosy. All capitalized words that are not defined in this Agreement have the meanings ascribed to them in the 

Agreement. 

Plan or the Restricted Stock Award Certificate. All of the provisions of the Plan are expressly incorporated into this 
Agreement. For purposes of this Agreement, the terms below have the following meanings: 

(a) “Cause” has the meaning ascribed to such term or words of similar import in the Employee’s written 
employment or service contract with the Company and, in the absence of such agreement or definition, means: (i) the 
willful commission by the Employee of a criminal or other act that causes or is likely to cause substantial economic 
damage to the Company or substantial injury to the business reputation of the Company; (ii) the commission by the 
Employee of an act of fraud in the performance of such Employee’s duties on behalf of the Company; or (iii) the 
continuing willful failure of the Employee to perform the duties of such Employee to the Company (other than such failure 
resulting from the Employee’s incapacity due to physical or mental illness), all as determined by the Administrator, which 
determination will be conclusive. For purposes of this Agreement, no act, or failure to act, on the Employee’s part shall be 
considered “willful” unless done or omitted to be done by the Employee not in good faith with the reasonable belief that 
the Employee’s action or omission was in the best interest of the Company. 

(b) “Change in ControP‘ means: (i) an acquisition (other than from the Company) in a transaction, or a series of 
related transactions, by any person, entity or “group,” within the meaning of Section 13(d)(3) or 14(d)(2) of the Securities 
Exchange Act of 1934 (the “Exchange A d ) ,  (excluding for this purpose, (A) the Company or its subsidiaries, (B) any 
employee benefit plan of the Company or its subsidiaries which acquires beneficial ownership of voting securities of the 
Company, (C) an underwriter temporarily holding securities pursuant to an offering of such securities, or (D) any 
corporation owned, directly or indirectly, by the stockholders of the Company in substantially the same proportions as their 
qwnership of the then outstanding voting securities of the Company entitled to vote generally in the election of directors) 
>f beneficial ownership, within the meaning of Rule 13d-3 promulgated under the Exchange Act, of 50% or more of either 
the then outstanding shares of common stock or the combined voting power of the Company’s then outstanding voting 
securities entitled to vote generally in the election of directors (the “Company Voting SfocK‘); (ii) the effective time of any 
merger, share exchange, consolidation or other reorganization or business combination of the Company if immediately 
after such transaction persons who hold a majority of the outstanding voting securities entitled to vote generally in the 
election of directors of the surviving entity (or the entity owning 100% of such surviving entity) are not persons who held 
the Company Voting Stock immediately prior to such transaction; (iii) the closing of a sale or conveyance of all or 
substantially all of the assets of the Company; (iv) individuals who were the Board’s nominees for election as directors 
immediately prior to a meeting of the stockholders of the Company involving an actual or threatened election contest 
relating to the election of the directors of the Company, as such terms are used in Rule 74a-11 of Regulation 14A 
promulgated under the Exchange Act, cease to-constitute a majority of the Board following the election; or (v) the 
dissolution or liquidation of the Company; provided, however, that the term “Change in Control” does not include a public 
offering of capital stock of the Company that is effected pursuant to a registration statement filed with, and declared 
effective by, the Securities and Exchange Commission under the Securities Act of 1933. 

0 
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determined by the Administrator, to apply to the estate, personal representative, or beneficiary to whom the Options may 

be deemed to include such person. 

14. Notices. All notices and other communications made or given pursuant to this Agreement shall be in writing and 
shall be sufficiently made or given if hand delivered or mailed by certified mail, addressed to the Optionee at the address 
contained in the records of the Company, or addressed to the Administrator, care of the Company for the attention of its 
Corporate Secretary at its principal office or, if the receiving party consents in advance, transmitted and received via 
telecopy or via such other electronic transmission mechanism as may be available to the parties. 

granted hereunder. Any oral or written agreements, representations, warranties, written inducements, or other 
communications made prior to the execution of this Agreement with respect to the Options granted hereunder shall be 
void and ineffective for all purposes. 

16. Amendment. This Agreement may be amended from time to time by the Administrator in its discretion; provided, 
however, that this Agreement may not be modified in a manner that would have a materially adverse effect on the Options 
or Option Shares as determined in the discretion of the Administrator, except as provided in the Plan or in a written 
document signed by each of the parties hereto. 

17. Conformitv with Plan. This Agreement is intended to conform in all respects with, and is subject to all applicable 
provisions of, the Plan. Inconsistencies between this Agfeement and the Plan shall be resolved in accordance with the 
terms of the Plan. In the event of any ambiguity in this Agreement or any matters as to which this Agreement is silent, the 
Plan shall govern. A copy of tke Plan is available upon request to the Administrator. 

18. Governinq Law. The validity, construction and effect of this Agreement, and of any determinations or decisions 
made by the Administrator relating to this Agreement, and the rights of any and all persons having or claiming to have any 
interest under this Agreement, shall be determined exclusively in accordance with the laws of the State of Maryland, 
without regard to its provisions concerning the applicability of laws of other jurisdictions. Any suit with respect hereto will 
be brought in the federal or state courts in the districts which include the city and state in which the principal offices of the 
Company are located, and the Optionee hereby agrees and submits to the personal jurisdiction and venue thereof. 

19. Headinus. The headings in this Agreement are for reference purposes only and shall not affect the meaning or 
nterpretation of this Agreement. 

Enclosure: Prospectus of the TeleCommunication Systems,  Inc. Fifth Amended and  Restated ,1997 Stock 
Incentive Plan 

I) e transferred by will or by the laws of descent and distribution, or another permitted transferee, the word "Optionee" shall 

15. Entire Aureement. This Agreement contains the entire agreement between the parties with respect to the Options 
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determines that such adjustments are appropriate in order to prevent dilution or enlargement of the benefits or potential 
‘Tenefits intended to be made available under the Options or the Plan. 

( f )  Bindincl Nature of Adiustmenls. Adjustments under this Section 8 will be’made by the Administrator, whose 
determination as to what adjustments, if any, will be Eade and the extent thereof will be final, binding and conclusive. No 
fractional shares will be issued pursuaiil to the Options on account of any such adjustments. The terms and conditions of 
this Agreement shall apply with equal force to any additional and/or substitute securities received by the Optionee 
pursuant to this Section 8 in exchange for, or by virtue of the Optionee’s ownership of, the Options or the Option Shares, 
except as otherwise determined by the Administrator. 

9. Confidential Information. In consideration of the Options granted to the Optionee pursuant to this Agreement, the 
Optionee agrees and covenants that, except as specifically authorized by the Company, the Optionee will keep 
confidential any trade secrets or confidential or proprietary information of the Company which are now or which hereafter 
may become known to the Optionee as a result of the Optionee’s employment by or other service relationship with the 
Company, and shall not at any time, directly or indirectly, disclose any such information to any person, firm, Company or 
other entity, or use the same in any way other than in connection with the business of the Company, at all times during 
and after the Optionee’s employment or other service relationship. The provisions of this Section 9 shall not narrow or 
otherwise limit the obligations and responsibilities of the Optionee set forth in any agreement of similar import entered into 
between the Optionee and the Company. 

I O .  Non-Guarantee of EmDlovment or Service Relationshiu. Nothing in the Plan or this Agreement shall alter the at-will 
or other employment status or other service relationship of the Optionee, nor be construed as a contract of employment or 
service relationship between the Company and the Optionee, or as a contractual right of Optionee to continue in the 
employ of, or in a service relationship with, the Company for any period of time, or as a limitation of the right of the 
Company to discharge the Optionee at any time with or without cause or notice and whether or not such discharge results 
in the failure of any Options to vest or any other adverse effect on the Optionee’s interests under the Plan. 

11. No Riuhts as a Stockholder. The Optionee shall not have any of the rights of a stockholder with respect to the 
Option Shares until such shares have been issued to him or her upon the due exercise of the Options. No adjustment 
shall be made for dividends or distributions or other rights for which the record date is prior to the date such shares are 
issued. u 

\r its stockholders to make or authorize any or all adjustments, recapitalizations, reorganizations or other changes in the 
dompany’s capital structure or its business, or any merger or consolidation of the Company, or any issue of bonds, 
debentures, preferred or other stocks with preference ahead of or convertible into, or otherwise affecting the Common 
Stock or the rights thereof, or the dissolution or liquidation of the Company, or any sale or transfer of all or any part of the 
Company’s assets or business, or any other corporate act or proceeding, whether of a similar character or otherwise. 

13. Optionee. Whenever the word “Optionee” is used in any provision of this Agreement under circumstances where 
the provision should logically be construed, as 

@ 

12. The ComDanv’s Riuhts. The existence of the Options shall not affect in any way the right or power of the Company e 
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of shares, or by electing to deliver to the Company already-owned shares, in either case having a Fair Market Value equal 
J the amount necessary to satisfy the statutory minimum withholding amount due. 

8. Adiustments for Corporate Transactions and Other Events. 

(a) Stock Dividend, Stock Split and Reverse Stock SDlit. Upon a stock dividend of, or stock split or reverse stock split 
affecting, the Common Stock, the number of shares covered by and the exercise price and other terms of the Options, 
shall, without further action of the Board, be adjusted to reflect such event unless the Board determines, at the time it 
approves such stock dividend, stock split or reverse stock split, that no such adjustment shall be made. The Administrator 
may make adjustments, in its discretion, to address the treatment of fractional shares and fractional cents that arise with 
respect to the Options as a result of the stock dividend, stock split or reverse stock split. 

event of any change affecting the Common Stock, the Company or its capitalization, by reason of a spin-off, split-up, 
dividend, recapitalization, merger, consolidation or share exchange, other than any such change that is part of a 
transaction resulting in a Change in Control, the Administrator, in its discretion and without the consent of the Optionee, 
shall make any adjustments in the Options, including but not limited to reducing the number,,kind and price of securities 
subject to the Options. 

terminate upon the effective time of any such Change in Control uniess provision is made in connection with the 
transaction in the sole discretion of the parties thereto for the continuation or assumption of the Options, or the 
substitution of the Options with new options of the surviving or successor entity or a parent thereof. In the event of such 
termination, the Employee will be permitted, for a period of at least 10 days prior to the effective time of the Change in 
Control, to exercise all of the Options that are then exercisable or will become exercisable upon or prior to the effective 
time of the Change in Control; provided, however, that any such exercise of any Options that become exercisable as a 
result of the Change in Control shall be deemed to occur immediately prior to the effective time of such Change in Control. 

(d) Poolina of Interests Transa.ction. Notwithstanding anything in the Plan or this Agreement to the contrary, in 
connection with any business combination authorized by the Board, the Administrator, in its sole discretion and without 
the consent of the Optionee, may make any modifications to the Options, including but not limited to cancellation, 
forfeiture, surrender or other termination of the Options, in whole or in part, regardless of their vested status, but solely to 
‘he extent necessary to facilitate the compliance of such transaction with requirements for treatment as a pooling of 
.nterests transaction for accounting purposes under generally accepted accounting principles. 

(e) Adiustments for Unusual Events. The Administrator is authorized to make, in its discretion and without the 
consent of the Optionee, adjustments in the terms and conditions of, and the criteria included in, the Options in 
recognition of unusual or nonrecurring events affecting the Company, or the financial statements of the Company or any 
Affiliate, or of changes in applicable laws, regulations, or accounting principles, whenever the Administrator 

- 5 -  
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(c) Chanae in Control Transactions. In the event of any transaction resulting in a Change in Control, the Options will 
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such cessation, but in no event after the Expiration Date. Unless sooner terminated, the vested Options terminate upon 
' ? e  expiration of such six-month period. 

Options, after giving effect to the provisions of Section 2 of this Agreement, terminate immediately upon the Optionee's 
death, and (ii) the vested Options remain exercisable during the six-month period following the Optionee's death, but in no 
event after the Expiration Date, by the Optionee's executor, personal representative, or the person(s) to whom the 
Options are transferred by will or the laws of descent and distribution. Unless sooner terminated, the vested Options 
terminate upon the expiration of such six-month period. 

(e) Misconduct. Notwithstanding anything to the contrary in this Agreement, the Options terminate in their entirety, 
regardless of whether the Options are vested, immediately upon the Optionee's discharge of employment or other service 
relationship for Cause or upon the Optionee's commission of any of the following acts during any period following the 
cessation of employment or other service relationship during which the Options otherwise would be exercisable: (i) fraud 
on or misappropriation of any funds or property of the Company, or (ii) breach by the Optionee of any provision of any 
employment, non-disclosure, non-competition, non-solicitation, assignment of inventions, or other similar agreement 
executed by the Optionee for the benefit of the Company, as determined by the Administrator, which determination will be  
conclusive. 

5. Nontransferabilitv of OrJtions. These Options are nontransferable otherwise than by will or the laws of descent and 
distribution and during the lifetime of the Optionee, the Options may be exercised only by the Optionee or, during the 
period the Optionee is under a legal disability, by the Optionee's guardian or legal representative. Except as provided 
above, the Options may not be assigned, transferred, pledged, hypothecated or disposed of in any way (whether by 
operation of law or otherwise) and shall not be subject to execution, attachment or similar process. 

6. Nonstatutow Nature of the ODtions. The 0ptions.are not intended to qualify as incentive stock options within the 
meaning of Code section 422, and this Agreement shall be so construed. The Optionee acknowledges that, upon exercise 
of the Options, the Optionee will recognize taxable income in an amount equal to the excess of the then Fair Market Value 
of the Option Shares over the Exercise Price and must comply with the provisions of Section 7 of this Agreement with 
respect to any tax withholding obligations that arise as a result of such exercise. 

7. Withholdina of Taxes. At the time the Options are exercised, in whole or in part, or at any time thereafter as 
requested by the Company, the Optionee hereby authorizes withholding from payroll or any other payment of any kind a '  raw to be withheld, if any, which arise in connection with the Options. The Company may req2ire the Optionee to make a 
cash payment to cover any withholding tax obligation as a condition of exercise of the Options or issuance of share 
certificates representing Option Shares. 

obligation which may arise in connection with the Options either by electing to have the Company withhold from the 
shares to be issued upon exercise that number 
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0 (d) Death of Optionee. If the Optionee dies prior to the expiration or other termination of the Options, (i) the unvested 

ue the Optionee and otherwise agrees to make adequate provision for foreign, federal, state and local taxes required by 

The Administrator may, in its sole discretion, permit the Optionee to satisfy, in whole or in pad, any withholding tax 

Source: TELECOMMUNICATION SY, 10-K, March 05, 2008 



(c) Method of Pavment. Payment of the Exercise Price may be made by delivery of cash, certified or cashier’s 
@ ,heck, money order or other cash equivalent acceptable to the Administrator in its discretion, a broker-assisted cashless 

exercise in accordance with Regulation T of the Board of Governors of the Federal Reserve System through a brokerage 
firm approved by the Administrator, or a combination of the foregoing, In addition, payment of the Exercise Price may be 
made by any of the following methods, or a combination thereof, as determined by the Administrator in its discretion at the 
time of exercise: 

(i) by tender (via actual delivery or attestation) to the Company of other shares of Common Stock of the Company 
which have a Fair Market Value on the date of tender equal to the Exercise Price, providedthat such shares have been 
owned by the Optionee for a period of at least six months free of any substantial risk of forfeiture or were purchased on 
the open market without assistance, direct or indirect, from the Company; 

(ii) by delivery of the Optionee’s full recourse promissory note payable to the Company in a form approved by the 
Ad mi n istra tor; or 

(iii) by any other method approved by the Administrator. 

(d) Issuance of Shares w o n  Exercise. Upon exercise of the Options in accordance with the terms of this 
Agreement, the Company will issue to the Optionee, the brokerage firm specified in the Optionee’s delivery instructions 
pursuant to a broker-assisted cashless exercise, or such other person exercising the Options, as the case may be, the 
number of shares of Common Stock so paid for, in the form of fully paid and nonassessable stock. The Company will 
deliver stock certificates for.the Option Shares as soon as practicable after exercise, which certificates will, unless such 
Option Shares are registered or an exemption from registration is available under applicable federal and state law, bear a 
legend restricting transferability of such shares. 

4. Termination of Emplovment or Service. 

(a) Exercise Period Followina Cessation of Emplovment or Other Service RelationshiD, In General. If the Optionee 
ceases to be employed by, or in a service relationship with, the Company for any reason other than death, Total and 
Permanent Disability, or discharge by the Company without Cause, the Options terminate in their entirety, regardless of 
whether the Options are vested, immediately upon the Optionee’s termination of employment or other service relationship. 

(b) Termination bv the ComDanv Without Cause. In the event the Optionee’s employment or other service 
.elationship is terminated by the Company without Cause, (i) the unvested Options, after giving effect to the provisions of 
3ection 2 of this Agreement, terminate immediately upon such cessation, and (ii) the vested Options remain exercisable a during the 90-day period following such cessation, but in no event after the Expiration Date. Unless sooner terminated, the 
vested Options terminate upon the expiration of such 90-day period. 

(c) Disability of Optionee. Notwithstanding the provisions of Section 4(a) above, if the Optionee ceases to be  
employed by, or in a service relationship with, the Company as a result of the Optionee’s Total and Permanent Disability, 
(i) the unvested Options, after giving effect to the provisions of Section 2 of this Agreement, terminate immediately upon 
such cessation, and (ii) the vested Options remain exercisable during the six-monIh 
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Company, as such terms are used in Rule 14a-I1 of Regulation 14A promulgated under the Exchange Act, cease to 
:onstitUte a majority of the Board following the election; or (v) the dissolution or liquidation of the Company; provided, 
,owever, that the term “Change in Control” does not include a public offering of capital stock of the Company that is 
effected pursuant to a registration statement filed with, and declared effective by, the Securities and Exchange 
Commission under the Securities Act of 1933. 

requires. 
(c) “Company” includes TeleCommunication Systems, Inc. and its Affiliates, except where the contexf otherwise 

(d) “Option Shares” mean the shares of Common Stock underlying the Options. 

(e) “Total and Permanenf Disability” means the inability to engage in any substantial gainful activity by  reason of 
any medically determinable physical or mental impairment which can be expected to result in death or which has lasted or 
can be expected to last for a continuous period of not less than twelve months. The Administrator may require such proof 
of Total and Permanent Disability as the Administrator in its sole discretion deems appropriate and the Administrator’s 
good faith determination as to whether the Optionee is totally and permanently disabled will be final and binding on all 
parties concerned. 

2. Vesting. The Options vest in accordance with the vesting schedule identified in the Stock Option Certificate which is 
attached hereto and constitutes a part of the Agreement (the “Vesting Schedule”), so long as the Optionee is in the 
continuous employ of, or in a service relationship with, the Company from the Grant Date through the applicable date 
upon which vesting is scheduled to occur. No vesting will accrue to any Options after the Optionee ceases to be in either 
an employment or other service relationship with the Company. 

3. Exercise of ODtions. 

(a) Riqht to Exercise. The Optionee may exercise the Options to the extent vested at any time on or before the 
Expiration Date or the earlier termination of the Options, unless otherwise provided in this Agreement. Section 4 below 
describes certain limitations on exercise of the Options that apply in the event of the Optionee’s death, Total and 
Permanent Disability, discharge by the Company without Cause or other termination of employment or other service 
relationship with the Company. The Options may be exercised only in multiples of whole shares and may not be  exercised 
at any one time as to fewer than one hundred shares (or such lesser number of shares as to which the Options are then 
exercisable). No fractional shares will be issued under the Options. 

(b) Exercise Procedure. In order to exercise the Options, the following items must be delivered to the Administrator 0 Jefore the expiration or termination of the Options: (i) an exercise notice, in such form as t k  Administrator may require 
from time to time, specifying the number of Option Shares to be purchased, and (ii) full payment of the Exercise Price for 
such Option Shares or properly executed, irrevocable instructions, in such form as the Administrator may require from 
time to time, to effectuate a broker-assisted cashless exercise, each in accordance with Section 3(c) of this Agreement. 
An exercise will not be effective until the Administrator receives all of the foregoing items. 
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Exhibit 10.48 

Nonstatutory Stock Opt ion Grant Agreement 

Under  The 

TeleCommunication Systems, Inc. 

Fifth Amended and Restated 1997 Stock Incentive Plan 

I. Terminolosy. All capitalized words that are not defined in this Agreement have the meanings ascribed to them in the 

(a) “Cause” has the megning ascribed to such term or words of similar import in the Optionee’s written employment 

Plan. For purposes of this Agreement, the terms below have the following meanings: 

or service contract with the Company and, in the absence of such agreement or definition, means: (i) the willful 
commission by the Optionee of a criminal or other act that causes or is likely to cause substantial economic damage to 
the Company or substantial injury to the business reputation of the Company; (ii) the commission by the Optionee of an 
act of fraud in the performance of such Optionee’s duties on behalf of the Company; or (iii) the continuing willful failure of 
the Optionee to perform the duties of such Optionee to the Company (other than such failure resulting from the Optionee’s 
incapacity due to physical or mental illness), all as determined by the Administrator, which determination will be  
conclusive. For purposes of this Agreement, no act, or failure to act, on the Optionee’s part shall be considered “willful” 
unless done or omitted to be done by the Optionee not in good faith with the reasonable belief that the Optionee’s action 
or omission was in the best interest of the Company. 

related transactions, by any person, entity or “group,” within the meaning of Section 13(d)(3) or 14(d)(2) of the Securities 
Exchange Act of 1934 (the “Exchange Acf‘), (excluding for this purpose, (A) the Company or its subsidiaries, (8)  any 
employee benefit plan of the Company or its subsidiaries which acquires beneficial ownership of voting securities of the 
Company, (C) an underwriter temporarily holding securities pursuant to an offering of such securities, or (D) any 
corporation owned, directly or indirectly, by the stockholders of the Company in substantially the same proportions as their 
ownership of the then outstanding voting securities of the Company entitled to vote generally in the election of directors) 
of beneficial ownership, within the meaning of Rule 13d-3 promulgated under the ExchangeAct, of 50% or more of either 
’be then outstanding shares of common stock or the combined voting power of the Company’s then outstanding voting 
securities entitled to vote generally in the election of directors (the “Company Vofiny Stock”); (ii) the effective time of any 
merger, share exchange, consolidation or other reorganization or business combination of the Company if immediately 
after such transaction persons who hold a majority of the outstanding voting securities entitled to vote generally in the 
election of directors of the surviving entity (or the entity owning 100% of such surviving entity) are not persons who held 
the Company Voting Stock immediately prior to such transaction; (iii) the closing of a sale or conveyance of all or 
substantially all of the assets of the Company; (iv) individuals who were the Board’s nominees for election as directors 
immediately prior to a meeting of the stockholders of the Company involving an actual or threatened election contest 
relating to the election of the directors of the 

(b) “Change in Contror‘ means: ( i )  an acquisition (other than from the Company) in a transaction, or a series of 
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15. Notices. All notices and other communications made or given pursuant to this Agreement shall be in writing and 
;hall be  sufficiently made or given if hand delivered or mailed by certified mail, addressed to the Employee at the address 
contained in the records of the Company, or addressed to the Administrator, care of the Company for the attention of its 
Corporate Secretary at its principal office or, if the receiving party consents in advance, transmitted and received via 
telecopy or via such other electronic transmission mechanism as may be available to the parties. 

granted hereunder. Any oral or written agreements, representations, warranties, written inducements, or other 
communications made prior to the execution of this Agreement with respect to the Options granted hereunder shall be 
void and ineffective for all purposes. 

16. Entire Aqreement. This Agreement contains the entire agreement between the parties with respect to the Options 

17. Amendment. This Agreement may be amended from time to time by the Administrator in its discretion; provided, 
however, that this Agreement may not be modified in a manner that would have a materially adverse effect on the Options 
or Option Shares as determined in the discretion of the Administrator, except as provided in the Plan or in a written 
document signed by each of the parties hereto. 

18. Conformitv with Plan. This Agreement is intended to conform in all respects with, and is subject to all applicable 
provisions of, the Plan. Inconsistencies between this Agreement and the Plan shall be resolved in accordance with the 
terms of the Plan, In the event of any ambiguity in this Agreement or any matters as to which this Agreement is silent, the 
Plan shall govern. A copy of the Plan is available upon request to the Administrator. 

19. Governina Law. The validity, construction and effect of this Agreement, and of any determinations or decisions 
made by the Administrator relating to this Agreement, and the rights of any and all persons having or claiming to have any 
interest under this Agreement, shall be determined exclusively in accordance with the laws of the State of Maryland, 
without regard to its provisions concerning the applicability of laws of other jurisdictions. Any suit with respect hereto will 
be  brought in the federal or state courts in the districts which include the city and state in which the principal offices of the 
Company are located, and the Employee hereby agrees and submits to the personal jurisdiction and venue thereof. 

20. Headinas. The headings in this Agreement are for reference purposes only and shall not affect the meaning or 
interpretation of this Agreement. 

Enclosure: Prospectus of the TeleCommunication Systems, Inc. Fifth Amended and Restated 1997 Stock 
Incentive Plan 
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(9 Bindina Nature of Adiustments. Adjustments under this Section 9 will be made by4he Administrator, whose 
determination as to what adjustments, if any, will be made and the extent thereof will be final, binding and conclusive. No 
,ractional shares will be issued pursuant to the Options on account of any such adjustments. The terms and conditions of 
this Agreement shall apply with equal force to any additional and/or substitute securities received by the Employee 
pursuant to this Section 9 in exchange for, or by virtue of the Employee’s ownership of, the Options or the Option Shares, 
except as otherwise determined by the Administrator. 

I O .  Confidential Information. In consideration of the Options granted to the Employee pursuant to this Agreement, the 
Employee agrees and covenants that, except as specifically authorized by the Company, the Employee will keep 
confidential any trade secrets or confidential or proprietary information of the Company which are now or which hereafter 
may become known to the Employee as a result of the Employee’s employment by or other service relationship with the 
Company, and shall not at any time, directly or indirectly, disclose any such information to any person, firm, Company or 
other entity, or use the same in any way other than in connection with the business of the Company, at all times during 
and after the Employee’s employment or other service relationship. The provisions of this Section 10 shall not narrow or 
otherwise limit the obligations and responsibilities of the Employee set forth in any agreement of similar import entered 
into between the Employee and the Company. 

or other employment status or other service relationship of the Employee, nor be construed as a contract of employment 
or service relationship between the Company and the Employee, or as a contractual right of Employee to continue in the 
employ of, or in a service relationship with, the Company for any period of time, or as a limitation of the right of the 
Company to discharge the Employee at any time with or without cause or notice and whether or not such discharge 
results in the failure of any Options to vest or any other adverse effect on the Employee’s interests under the Plan. 

12. No Riahts as a Stockholder. The Employee shall not have any of the rights of a stockholder with respect to the 
Option Shares until such shares have been issued to him or her upon the due exercise of the Options. No adjustment 
shall be made for dividends or distributions or other rights for which the record date is prior to the date such shares are 
issued. 

or its stockholders to make or authorize any or all adjustments, recapitalizations, reorganizations or other changes in the 
Company’s capital structure or its business, or any merger or consolidation of the Company, or any issue of bonds, 
debentures, preferred or other stocks with preference ahead of or convertible into, or otherwise affecting the Common 
j tock or the rights thereof, or the dissolution or liquidation of the Company, or any sale or transfer of all or any part of the 
Company’s assets or business, or any other corporate act or proceeding, whether of a similar character or otherwise. 

14. Emplovee. Whenever the word “Employee” is used in any provision of this Agreement under circumstances where 
the provision should logically be construed, as determined by the Administrator, to apply to the estate, personal 
representative, or beneficiary to whom the Options may be transferred by will or by the laws of descent and distribution, 
the word “Employee” shall be deemed to include such person. 

11. Non-Guarantee of Emplovment or Service Relationship. Nothing in the Plan or this Agreement shall alter the at-will 

13. The Companv’s Riahts. The existence of the Options shall not affect in any way the right or power of the Company 
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9. Adiustments for Coruorate Transactions and Other Events. 

(a) Stock Dividend. Stock Solit and Reverse Stock Smlit. Upon a stock dividend of, or stock split or reverse stock split 
affecting, the Common Stock, the number of shares covered by and the exercise price and other terms of the Options, 
shall, without further action of the Board, be adjusted to reflect such event unless the Board determines, at the time it 
approves such stock dividend, stock split or reverse stock split, that no such adjustment shall be made. The Administrator 
may make adjustments, in its discretion, to address the treatment of fractional shares and fractional cents that arise with 
respect to the Options as a result of the stock dividend, stock split or reverse stock split. 

event of any change affecting the Common Stock, the Company or its capitalization, by reason of a spin-off, split-up, 
dividend, recapitalization, merger, consolidation or share exchange, other than any such change that is part of a 
transaction resulting in a Change in Control, the Administrator, in its discretion and without the consent of the Employee, 
shall make any adjustments in the Options, including but not limited to reducing the number, kind and price of securities 
subject to the Options. 

terminate upon the effective time of any such Change in Control unless provision is made in connection with the 
transaction in the sole discretion of the parties thereto for the continuation or assumption of the Options, or the 
substitution of the Options with new options of the surviving or successor entity or a parent thereof. In the event of such 
termination, the Employee will be permitted, for a period of at least 10 days prior to the effective time of the Change in 
Control, to exercise all of the Options that are then exercisable or will become exercisable upon or prior to the effective 
time of the Change in Control; provided, however, that any such exercise of any Options that become exercisable as a 
result of the Change in Control shall be deemed to occur immediately prior to the effective time of such Change in Control. 

(d) Poolina of Interests Transaction. Notwithstanding anything in the Plan or this Agreement to the contrary, in 
connection with any business combination authorized by the Board, the Administrator, in its sole discretion and without 
the consent o f  the Employee, may make any modifications to the Options, including but not limited to cancellation, 
forfeiture, surrender or other termination of the Options, in whole or in part, regardless of their vested status, but solely to 
the extent necessary to facilitate the compliance of such transaction with requirements for treatment as a pooling of 
interests transaction for accounting purposes under generally accepted accounting principles. 

(e) Adiustments for Unusual Events. The Administrator is authorized to make, in its discretion and without the 
consent of the Employee, adjustments in the terms and conditions of, and the criteria included in, the Options in 
recognition of unusual or nonrecurring events affecting the Company, or the financial statements of the Company or any 
Affiliate, or of changes in applicable laws, regulations, or accounting principles, whenever the Administrator determines 
that such adjustments are appropriate in order to prevent dilution or enlargement of the benefits or potential benefits 
intended to be made available under the Options or the Plan. 

(b) Non-Chancre in Control Transactions. Except with respect to the transactions set forth in Section 9(a), in the 

(c) Chancre in Control Transactions. In the event of any transaction resulting in a Change in Control, the Options will 

e 
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Letter for filing §83(b) Election Form 
[Date] 

CERTIFIED MAIL 
RETURN RECEIPT REQUESTED 

Internal Revenue Service Center 

(the Service Center to which individual income tax return is filed) 

Re: 83(b) Election of 
Social Security Nuhber: 

Dear Sir/Madam: 

TeleCommunication Systems, Inc., a Maryland corporation, that were transferred to me on 
20 

Enclosed is an election under §83(b) of the Internal Revenue Code of 1986 with respect to certain shares of stock of 

Please file this election. 

Sincerely, 

e c: Corporate Secretary of TeleCommunication Systems, Inc. 

This elecfion musf be filed wifh the Internal Revenue Service Center wiih which the Execufive files his or her Federal 
income fax returns and musf be filed wifhin 30 days affer the date of award of the shares. This filing should be made by 
registered or certified mail, return receipt requesfed. The Execufive musf refain two copies of fhe completed form for filing 
wifh his or her Federal and state tax returns for the currenf fax year and an additional copy for his or her records. 

Source: TELECOMMUNICATION SY, 10-K, March 05, 2008 



Exhibi t  12.1 

Supplemental Financial Schedule I1 
TeleCommunication Systems, Inc. 
Valuation and Quali fying Accounts 

(amounts in  thousands) 

ColumnA Column B Column C 
Balance Additions, 

Beginning Costs, and 
Description of Year Expenses 

Year ended December 31, 2007 
Allowance for Doubtful Accounts 
Allowance for Inventory Obsolescence 

Year ended December 31, 2006 
Allowance for Doubtful Accounts 
Allowance for Inventory Obsolescence 

Year ended December 31, 2005 
Allowance for Doubtful Accounts 
Allowance for Inventory Obsolescence 

0 

0 

290 $ 123 
61 6 $ 100 

233 $ 284 
533 $ 83 

690 $ 243 
- $ 533 

Column D 

Deductions 

$ (148) 
$ (71) 

$ (227) 
$ 

$ (700) 
$ 

- 

- 

Column E 

Balance End of 
Year 

$ 265 
$ 645 

$ 290 
$ 616 

$ 233 
$ 533 

I Source: TELECOMMUNICATION SY, 10-K, March 05,2008 



Exhibit 23.1 

Consent of Independent Registered Public Account ing F i rm 

We consent to the incorporation by reference in Registration Statements on Form S-8 (Nos. 333-144742, 333-136072, 
333-11 861 0, 333-1 07466, 333-66676, 333-51656, and 333-48026) pertaining to various stock incentive and option plans 
and in Registration Statements on Form S-3 (Nos. 333-1 3301 8, 333-119431, 333-112759, and 333-1 04305) pertaining to 
various stock offerings of TeleCommunication Systems, Inc. of our reports dated February 29, 2008, with respect to the 
consolidated financial statements and schedule of Telecommunication Systems, Inc. and the effectiveness of intt rnal 
control over financial reporting of Telecommunication Systems, Inc. included in this Annual Report (Form 10-K) of 
TeleCommunication Systems, Inc. for the year ended December 31, 2007. 

1st Ernst & Young LLP 
Baltimore, Maryland 
February 29, 2008 

Source: TELECOMMUNICATION SY, 1@K, March 05,2008 
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Exhibit 23.2 

Consent of Independent Auditors 

To the Board of Directors 
TeleCommunication Systems (Holdings) Ltd 

We consent to the incorporation, as exhibit 99.01 in December 31, 2007 annual report on Form 10-K of 
TeleCommunication Systems Inc, of our report dated March 3, 2006, with respect to the consolidated balance sheet of 
TeleCommunication Systems (Holdings) Ltd and subsidiaries as of December 31, 2005 and the related consolidated 
statements of operations, stockholders' equity, and cash flows for the year ended December 31, 2005. 

T4 c;sJ 
/s/ James Cowper 

James Cowper 
Phoenix House 
Bartholomew Street 
Newbury 
Berkshire 
RG14 5QA 

March 5, 2008 

Source: TELECOMMUNICATION SY, 10-K, March 05,2008 
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Exhibit 31.9 

C E RTI FI CAT10 MS 
I, Maurice B.'Tose, certify that: 

I have reviewed this annual report on Form 1 O-K of TeleCommunication Systems, Inc.; 

Based on my knowledge, this annual report does not contain any untrue statement of a material fact or omit to state 
a material fact necessary to make the statements made, in light of the circumstances under which such statements 
were made, not misleading with respect to the period covered by this report; 

Based on my knowledge, the financial statements, and other financial information included in this report, fairly 
present in all material respects the financial condition, results of operations and cash flows of the registrant as of, and 
for, the periods presented in this report; 

The registrant's other certifying officers and I are responsible for establishing and maintaining disclosure controls and 
procedures (as defined in Exchange Act Rules 13a-I5(e) and 15d-I5(e)) and internal control over financial reporting 
(as defined in Exchange A d  Rules 13a-15(9 and 15d-15(9) for the registrant and have: 

a) designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be 
designed under our supervision, to ensure that material information relating to the registrant, including its 
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in 
which this report is being prepared; 

b) designed such internal control over financial reporting, or caused such internal control over financial reporting to 
be designed under our supervision, to provide reasonable assurance regarding the reliability of financial 
reporting and the preparation of financial statements for external purposes in accordance with generally 
accepted accounting principles; 

evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report 
our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period 
covered by this report based on such evaluation; and 

disclosed in this report any change in the registrant's internal control over financial reporting that occurred 
during the registrant's most recent fiscal quarter that has materially affected or is reasonably likely to materially 
affect the registrant's internal control over financial reporting; and 

c) 

d) 

The registrant's other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal 
control over financial reporting, to the registrant's auditors and the audit coinmittee of registrant's board of directors 
(or persons performing the equivalent functions). 

a) all significant deficiencies and material weaknesses in the design or operation of internal control over financial 
reporting which are re sonably likely to adversely affect the registrant's ability to record, process, summarize 

any fraud, whether or not material, that involves management or other employees who have a significant role in 
the registrant's internal controls over financial reporting. 

and report financial in F ormation; and 

b) 

/s/ Maurice B. Tose 
Maurice B. Tose 
Chairman, CEO and President 

Source: TELECOMMUNICATION SY, 10-K, March 05,2008 
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Exhibit 31.2 

CERTIFICATIONS 
I, Thomas M. Brandt, Jr, certify that: 

a) I have reviewed this annual report on Form 1 O-K of TeleCommunication Systems, Inc.; 
I 

b) Based on my knowledge, this annual report does not contain any untrue statement of a material fact or omit to state 
a material fact necessary to make the statements made, in light of the circumstances under which such statements 
were made, not misleading with respect to the period covered by this report; 

Based on my knowledge, the financial statements, and other financial information included in this report, fairly 
present in all material respects the financial condition, results of operations and cash flows of the registrant as of, and 
for, the periods presented in this report; 

The registrant‘s other certifying officers and I are responsible for establishing and maintaining disclosure controls and 
procedures (as defined in Exchange Act Rules 13a-I5(e) and 15d-I5(e)) and internal control over financial reporting 
(as defined in Exchange &t Rules 13a-15(9 and 15d-1 5Q) for the registrant and have: 

a) 

c) 

d) 

designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be 
designed under our supervision, to ensure that material information relating to the registrant, including its 
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in 
which this report is being prepared; 

designed such internal control over financial reporting, or caused such internal control over financial reporting to 
be designed under our supervision, to provide reasonable assurance regarding the reliability of financial 
reporting and the preparation of financial statements for external purposes in accordance with generally 
accepted accounting principles; 

evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report 
our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period 
covered by this report based on such evaluation; and 

disclosed in this report any change in the registrant‘s internal control over financial reporting that occurred 
during the registrant’s most recent fiscal quarter that has materially affected or is reasonably likely to materially 
affect the registrant‘s internal control over financial reporting; and 

b) 

c) 

e 
d) 

e) The registrant’s other certifying officer(s) and 1 have disclosed, based on our most recent evaluation of internal 
control over financial reporting, to the registrant’s auditors and the audit committee of registrant’s board of directors 
(or persons performing the equivalent functions): 

a) all significant deficiencies and material weaknesses in the design or operation of internal control over financial 
reporting which are re‘asonably likely to adversely affect the registrant’s ability to record, process, summarize 
and report financial information; and 

any fraud, whether or not material, that involves management or other employees who have a significant role in 
the registrant’s internal controls over findncial reporting. 

b) 

/s/ Thomas M. Brandt. Jr. 
Thomas M. Brandt, Jr. 
Sr. Vice President & CFO 

Source: TELECOMMUNICATION SY, 10-K, March 05,2008 



EXHIBIT 32.1 

E~7ribh‘719 C‘urz rw,ge:ri Tech ~:o!o~.it’.~’~ 

Certif ication of  Principal Executive Officer 
Pursuant to  18 U.S.C. 1350 

(Section 906 o f  t h e  Sarbanes-Oxley Act o f  2002) 

I ,  Maurice B. Tose, President and Chief Executive Officer (principal executive officer) of TeleCommunication Systems, 
Inc. (the “Registrant”), certify, pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, 18 U.S.C. Section 1350, that: 

(1) The Annual Report on Form 10-K of the Company for the period ended December 31,2007 (the “Report”) fully 
complies with the requirements of Section 13(a) of the Securities Act of 1934 (1 5 U.S.C. 78m); and 

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of 
operations of the Company. 

Is/ Maurice B. Tose 
Maurice B. Tose 
Date: 

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained 
by the Company and furnished to the Securities and Exchange Commission or its staff upon request. 

Source: TELECOMMUNICATION SY, 10-K, March 05, 2008 



EXHIBIT 32.2 

Certif ication of Principal Financial Officer 
'+Pursuant t o  18 U.S.C. 1350 

(Section 906 o f  the Sarbanes-Oxley Ac t  o f  2002) 

I, Thomas M. Brandt, Jr., Chief Financial Officer (principal financial officer) of TeleCommunication Systems, Inc. (the 
"Registrant"), certify, pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, 18 U.S.C. Section 1350, that: 

complies with the requirements of Section 13(a) of the Securities Act of 1934 (1 5 U.S.C. 78m); and 

operations of the Company. 

I (1) The Annual Report on Form 1 O-K of the Company for the period ended December 31,2007 (the "Report") fully 

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of 

/s/ Thomas M. Brandt, Jr. 
Thomas M. Brandt, Jr. 
Date: 

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained 
by the Company and furnished to the Securities and Exchange Commission or its staff upon request. 

0 

I Source: TELECOMMUNICATION SY, 10-K, March 05, 2008 



Exhibi t  99.01 

Report o f  Independent Audi tors 

To the shareholders of TeleCommunication Systems (Holdings) Ltd 

We have audited the accompanying consolidated balance sheet of TeleCommunication Systems (Holdings) Ltd & 
subsidiaries as of December 31, 2005, and the related consolidated statements of operations, stockholders’ equity, and 
cash flows. These financial statements are the responsibility of the Company’s management. Our responsibility is to 
express an opinion on these financial statements based on our audit. 

We conducted our audit in accordance with the Standards of the Public Company Accounting Oversight Board (United 
States) and International Standards on Auditing (UK and Ireland). Those standards require that we plan and perform the 
audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit 
includes examining on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit 
also includes assessing the accounting principles used and significant estimates made by management, as well as 
evaluating the overall financial statement presentation. We believe that our audit provides a reasonable basis for our 
opinion. 

In our opinion, the financial statements referred to above present fairly, in all material respects, the consolidated financial 
position of TeleCommunication Systems (Holdings) Ltd & subsidiaries at December 31, 2005, and the consolidated 
results of its operations and its cash flows for the year then ended in conformity with U.S. generally accepted accounting 
principles. 

Is/ James Cowper 
James Cowper 
Phoenix House 
Bartholomew Street 
Newbury 0 

RG14 5QA 
England 

0 
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w --- S T I N S O N  
M O R R I S O N  
HECKER L L r  

1150 18th Street N.W., Suite 800 

Washington, DC 20036-3845 

Douglas E. Micheel 

www.stinson.com 

Tel(202) 785-9100 

~a (202) 572-9954 janUary 27,20 10 
~-20722~-10-0026 

Clerk 
Arizona Corporation Comnission, Docket Control 
1200 W. Washington Street 
Phoenix, AZ, 85007-2927 

Re: NextGen Communications, 1nc.k Application for a Certificate of 
Convenience and Necessity 

Dear Sir or Madam: 

Enclosed for fling please find an original and thirteen (13) copies of NextGen 

Also enclosed is a copy of this letter. Please file stamp the letter and return it 

If you have any questions please do not hesitate to contact me at 202-728- 

Comrnunications, Inc.'s Application for a Certificate of Convenience and Necessity. 

to me in the enclosed self-addressed envelope. 

3035. Thanlc you in advance for your attention to this matter. 

Sincerely, 

STINSON M O W S O N  wE@%(IER LLP 

Usociate 

DEM:SMH 

Enclosures 

KANSAS CITY 

OVERLAND PARR 

WICHITA 

ST. LOUlS 

OMAHA 

JEFFEIISON CITY 
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Page 1 of1 

From: Origin ID: JPNA (202) 572-9902 
Douglas Micheel 
Stinson Morrison Hecker LLP 0 115018THSTNWSTE800 

WASHINGTON, DC 20036 

JiO100912'170124 

SHIP TO: (800) 345-5819 BILL SENDER 

Clerk 
Arizona Corporation Commission 
1200 W WASHINGTON ST 

PHOENIX, AZ 85007 

Ship Date: 27JAN10 
4ctWgt: 35.0 LB 
:AD: /01168027/INET3010 

Delivery Address Bar Code 

Ref # 837404-0015 
Invoice # 
PO ## 
Dept # 

THU - 28 JAN A1 
PRIORITY OVERNIGHT 10201/ TRK# 7983 3830 2321 

XH ZSYA 
85007 

Az-us 

PHX 

After printing this label: 
1. Use the 'Print' button on this page to print your label to your laser or inkjet printer. 
2. Fold the printed page along the horizontal line. 
3. Place label in shipping pouch and affix it to your shipment so that the barcode portion of the label can be read and scanned. 

Warning: Use only the printed original label for shipping. Using a photocopy of this label for shipping purposes is fraudulent and could 
result in additional billing charges, along with the cancellation of your FedEx account number. 

Use of this system constitutes your agreement to the service conditions in the current FedEx Service Guide, available on fedex.com.FedEx will not be 
responsible for any claim in excess of $100 per package, whether the result of loss, damage, delay, non-delivery,misdelivery,or misinformation, unless 
you declare a higher value, pay an additional charge, document your actual loss and file a timely claim.Limitations found in the current FedEx Service 
Guide apply. Your right to recover from FedEx for any loss, including intrinsic valueof the package, loss of sales, income interest, profit, attorney's fees, 
costs, and other forms of damage whether direct, incidental,consequential, or special is limited to the greater of $100 or the authorized declared value. 
Recovery cannot exceed actual documented loss.Maximum for items of extraordinary value is $500, e.g. jewelry, precious metals, negotiable 
instruments and other items listed in our ServiceGuide. Written claims must be filed within strict time limits, see current FedEx Service Guide. 

httm ://www.fedex.com/shippindhtrnl/en//PrintIFrame. html 1/27/2010 
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AFUZONA C O W P O ~ T I O N  COMMISSION 
STAFF’§ FIRST SET OF DATA REQUESTS TO 

NEXTGEN COMMUNICATIONS, INC (“NEXTGEN”) 

FEBRUARY 10,2010 
DOCKET NO. T-20722A-10-0026 

STF 1.1 Staff interprets the information in Supplemental Answer to A-1 as follows: NextGen 
seeks approval to provide private line and access services. NextGen does not seek approval to 
provide local exchange services or long distance services. Does the Applicant affirm that 
NextGen is not seeking certification for Facilities-Based Local Exchange Service, Resold Local 
Exchange Service, Facilities-Based Long Distance Service or Resold Long Distance Services? If 
yes, please affirm NextGen’s understand that if granted certification by the Commission, 
NextGen will only receive certification for private line and access services. If no, please revise 
NextGen’s application accordingly or schedule a conference with Staff to clarify this matter. 

Answer: Yes. NextGen reserves the right to file a new application for additional services if its 
plans change. 

STF 1.2 Staff is unaware of any other Certificate of Convenience & Necessity (“CC&N”) 
application filed with the Commission, similar to that submitted by NextGen. Will NextGen be 
the only provider in Arizona of the services for which it seeks a CC&N? If no, please explain 
why NextGen needs certification when others do not. 

Answer: NextGen has no way of confirming if it is or will be the “only” provider of the services 
for which it seeks a CC&N in Arizona. Many states have certified NextGen. NextGen is aware 
of at least one other provider, Intrado Communications, that purports to provide a similar type of 
service for which NextGen seeks certification. NextGen’s assumption is that all similarly 
situated providers would need certification in Arizona. In addition, as explained in its 
Supplemental Answer to A-1 in the CC&N application, certification will enable NextGen to 
acquire and manage pANI numbering resources, which are essential to routing emergency calls, 
pursuant to the FCC’s directive of September 8,2006, which states that CLEC certification is 
now required for pANI management. A copy of that directive is attached as Exhibit A. Lastly, 
the provision of advanced E-9-1 -1 call routing service may require interconnection with legacy 
providers andor collocation as permitted by the Telecommunications Act of 1996. 

0 

STF 1.3 Does NextGen propose to use its potential Arizona certification to obtain central office 
codes (NPA-NXX-XXXs) from NANPA? If yes, explain how such codes or assignments will be 
used if not for local exchange end-user services? 

Answer: No. While pNANIs resemble traditional telephone numbers and are managed in a 
similar fashion, they are non-dialable. Thus, they have no impact on end users andor number 
exhaustion. 

STF 1.4 Section A-8 specifies that a Certificate of Good Standing should 
CC&N application. Please provide the requested certificate. 



Answer: NextGen did not file its annual report on time. Thus, it is currently not in good 
standing. However, NextGen has filed its annual report and is awaiting reinstatement. NextGen 
will provide a copy of its Certificate of Good Standing when it receives the certificate. 

Feature 

Call Routing 

Additional data content beyond ALI 

Master Location Validation System 

Master Location Validation System 

Location Database 

(VEDS, medical records, etc.) 

Management 

Management requests 
Location Database Initial load and updates 
provided by another data provider 

Administer Pseudo ANI (per record) 

STF 1.5 Staffs practice is to recommend that all tariffs, even those including terms and 
conditions for Individual Case Basis (“ICB”) contracts, contain maximum ratedprices to be 
approved by the Commission. Please (1) please provide a tariff with maximum ratedprices or (2) 
explain why NextGen is unable to provide a revised tariff. 

Non-Recurring Fee Per 
End User (EU) 

(10,000 EU Minimum) 

Recurring Fee Per End User 
(EU) Per Month 

(2,500 EU Minimum) 

$1.00 $1.00 

$1.00 $0.50 
$1.00 $0.10 

$1.00 $0.10 

$5.00 $1.00 

$1 .oo $0.05 

$0.75 $0.15 

Answer: As the table below. 

I Tariff Price I Tariff Price I 

STF 1.6 Is NextGen currently providing any telecommunications services, whether regulated or 
not, in Arizona? If yes, please explain (1) when the provision of such services commenced and 
(2) describe or name the customers for whom such services are being provided. NOTE: 
telecommunications services means any voice, data or video. 

Answer: No. None. However, NextGen is certified in several other states. 

STF 1.7 Are any NextGen affiliates currently providing any telecommunications services, 
whether regulated or not, in Arizona? If yes, please explain (1) the name of the affiliates, (2) 
when the provision of such services commenced and (3) describe the customers for whom such 
services are being provided. NOTE: telecommunications services means any voice, data or 
video. 

0 Answer: 

2 



1 ) TeleCommunication Systems, Inc., (“TCS” - NASDAQ: TSYS), is NextGen’s parent 
corporation. 

2) TCS began providing unregulated services in Arizona, as explained below, on or about 
November 200 1. 

3) NextGen’s parent corporation, TCS, provides unregulated aggregation and transport of 
routing and caller location information for 9 1 1 and E9 1 1 emergency calls. These services 
are used by large wireline, VoIP, and mobile voice service providers and local E9 1 1 
authorities. 

e 

I STF 1.8 NextGen did not provide entity specific financials in section B-1 of its application. 
Please explain (1) when was NextGen formed and (2) provide a brief summary of its history. 

Answer: 
1) NextGen was formed as a Maryland Corporation on October 27,2008. 
2,) NextGen was organized to hold state Certificates of Public Necessity, and similar state 

certifications, for the purposes of providing the aggregation and transport of routing and 
caller location information for wireless and VoIP 91 1 and E91 1 emergency calls. In the 
future, as public safety migrates to IP-based services, these services may expand to include 
what are popularly called “Next Generation” public safety and E9 1 1 services. NextGen is 
cwrently certified in a number of states for these purposes. 

STF 1.9 NextGen’s submittal in section B-1 may indicate an inability to provide required 
information. Does NextGen, if granted a CC&N by the Commission, commit to comply with the 
financial reporting requirements of (1) A.A.C. R14-2-510.G and (2) A.A.C. R14-2-1115.F? If 
no, please explain in full detail. 0 
Answer: 

1) NextGen keeps its books and records as required by GAM and in accordance with the 
additional accounting principles required as the subsidiary of a public company, TCS. 
NextGen will comply with A.A.C. R14-2-510.G, except that it respectfully requests a 
waiver from the application of A.A.C. R14-2-5 lO.G.2 NextGen does not follow the 
USOA, and because it is not rate base or otherwise revenue / expense regulated, there is 
no need for application of the USOA to NextGen. 
may need regarding NextGen’s financials could be ascertained by other reliable 
accounting means. 

approved in other states. 

Any information the Commission 

2) NextGen proposes to  file tariffs with the Commission. NextGen’s tariffs have been 

STF 1.10 Please review the 2009 Annual Report, available on the Commission’s home page, 
and affirm that NextGen will comply with the submission of information requested. 

~ 

Answer: Yes, NextGen will comply with the Commission’s annual report requirement. 

STF 1.1 1 NextGen did not provide specifics in section B-4 of its application. The information is 
required but need not be filed in the docket. 



, t 

Answer: The answer for each question in section €3-4 is zero. 

Please submit the information directly to Armando Fimbres at afiinbres@azcc.gov. 

4 
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ARIZONA CORPORATION COMMISSION 
STAFF’S SECOND OF DATA REQUESTS TO 

NEXTGEN COMMUNICATIONS, INC (“NEXTGEN”) 

MARCH 22,2010 
DOCKET NO. T-20722A-10-0026 

Subject: All information responses should also be provided to Armando Fimbres in searchable 
PDF, DOC or EXCEL files via email (afimbresO,azcc.fov) or electronic media. 

STF 2.1 Staff has reviewed the September 8, 2006 FCC letter provided by NextGen in 
response to STF 1.2. NextGen indicates that the FCC letter states “that CLEC 
certification is now required for pANI management”, however, Staff finds only the 
following statement pertaining to such a requirement - “The entity must be licensed 
or certified by the FCC or a state commission to operate as a telecommunications 
carrier and must provide NeuStar with evidence of such authority.” Please explain: 

1. Has NextGen been certified by the FCC? 
2. If yes, why does NextGen seek state certification? 
3. If no, please explain why NextGen has not sought FCC certification or has 

NextGen sought FCC certification and been denied? 

STF 2.2 NextGen’s response to STF 1.7 explains the services being provided by its affiliate 
TeleCommunications Systems, Inc. (“TCS”) in Arizona. The services which 
NextGen seeks to provide, as clarified in NextGen’s STF 1.8 response, appear to be 
identical or have significant overlap. 

STF 1.7 response in part - “NextGen’s parent corporation, TCS, provides unregulated 
aggregation and transport of routing and caller location infornzation for 911 and 
E911 emergency calls. These services are used by large wireline, VoIP, and mobile 
voice service providers and local E91 1 authority.” (emphasis added by StafJ) 

STF 1.8 response in part - “NextGen was organized to hold state Certificates of 
Public Necessity, and similar state certifications, for the purposes of providing the 
aggregation and transport of routing and caller location information for wireless and 
VoIP 911 and E911 emergency calls. In the future, as public safety migrates to IP- 
based services, these services may expand to include what are popularly called “Next 
Generation” public safety and E91 1 services. NextGen is currently certified in a 
number of states for these purposes.” (emphasis added by StafJ) 

Please explain: 
1. Which services does NextGen seek to provide that TCS is not providing today? 
2. Which services does TCS provide that NextGen does not seek to provide? 
3. How will the certification of NextGen impact the services provided by TCS? 
4. Why is it appropriate for TCS to provide similar services without certification 

while NexGen is providing similar services with certification? 
5.  How will the prices for services proposed by NextGen differ fiom prices for 

similar services provided by TCS? 
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STF 2.3 

STF 2.4 

ARIZONA CORPORATION COMMISSION 
STAFF’S SECOND OF DATA REQUESTS TO 

NEXTGEN COMMUNICATIONS, INC (“NEXTGEN”) 

MARCH 22,2010 
DOCKET NO. T-20722A-10-0026 

Staff is unaware of any case in which the Arizona Commission has granted the wavier 
of A.A.C. R14-2-510.G as requested by NextGen in response to STF 1.9. If 
NextGen is aware of such cases, please provide the corresponding information. 

NextGen’s response to STF 1.5 does not appear to be fully consistent with the 
information on page 21 of the tariff included in NextGen’s application. 

Response to STF 1.5: 

Page 2 1 of tariff included in NextGen’s application: 

Please clarify by providing revised tariff information. 
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ARIZONA CORPORATION COMMISSION 

STAFF’S SECOND OF DATA REQUESTS TO 
NEXTGEN COMMUNICATIONS, INC (“NEXTGEN”) 

MARCH 22,2010 
DOCKET NO. T-20722A-10-0026 

STF 2.5 Staff is aware that NextGen has been certified in Utah per Docket No. 09-2507-01, 
Certificate 2507, issued September 8, 2009. Staff is also aware that TCS registered 
its services in Iowa on April 6, 2009. Certification is a grant of authority by a state 
commission. Registration is a notification filed by a company but does not represent 
a grant of authority by a state commission. Regarding the information provided in 
section A-1 8 of NextGen’s application, please clarify as follows: 

1. 

2. 

3. 

4. 

5.  

6. 

please provide the names of the states, and the corresponding decision numbers, 
in which NextGen has been certified; 
please provide the names of the states, and the corresponding decision numbers, 
in which NextGen has been denied certification; 
please provide the names of the states, and the corresponding dates, in which 
NextGen registered its services; 
please provide the names of the states, and the corresponding decision numbers, 
in which TCS has been certified; 
please provide the names of the states, and the corresponding decision numbers, 
in which TCS has been denied certification; and 
please provide the names of the states, and the corresponding dates, in which TCS 
registered its services. 
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RESPONSE OF NEXTGEN COMMUNICATIONS, INC. 
TO ARIZONA CORPORATION COMMISSION STAFF'S 

SECOND SET OF DATA REQUESTS 

March 29,20 10 
DOCKET NO. T-20722A-10-0026 

STF 2.1 

1. No. 

2 . N A  

3. NextGen has never been denied certification by the FCC. Pseudo Automatic Number 
Identification @ANI) resources are necessary for our business. They are noli-dialable 1 0-digit 
numbers that function to assist with the routing of 91 1 and E91 1 calls. PAN1 are managed under 
rules jointly administered by the FCC and other telecom entities. On February 20, 2007, at the 
suggestion of the staff of the FCC, TCS filed a Petition with the FCC requesting that the 
Commission deem it to be an eligible user of pANI and hold that it was eligible to receive 
numbering resources without having to demonstrate that it was certificated in all fifty states. (See 
attached Petition). TCS has supplemented this Petition on several occasions. To date the FCC 
has not ruled on the Petition. It is one of several E9 1 1 -related petitions which are gathering dust 
at the FCC. See Report and Order, In the Matter of Implementation of the NET 91 1 Improvement 
Act of 2008, Paragraph 23, WC Docket No. 08-171 (FCC October 21, 2008) ("FCC NET 911 
Order'I). In light of the FCC's inaction, TCS made a decision to form NextGen 
Communications, Inc. as a wholly-owned subsidiary of TCS, for liability purposes, and 
proceeded with acquiring fifty-state certification for NextGen. 

STF 2.2 

1. None. 

2. None. 

3 .Upon certification, TCS will begin to transition the provision of its unregulated services in 
'Arizona to NextGen and begin to procure pANIs as necessary through NextGen. Also, NextGen 
expects to bid on future advanced competitive E9-1-1 services (not available today) that would 
be provided in Arizona. Provision of these services may require certification for access to 
collocation, special access, and other carrier-only accessible services. 

4. TCS is unable to obtain new pANIs and at some point may run out. NextGen seeks 
certification so that it may procure pANIs as necessary. Also, as noted above, NextGen expects 
to provide advanced services in the future that may require certification. 

5 .  There will be no difference in pricing. 

DB04/837404.0002/2591599.1 WP14 - 3/29/2010 3 17:26 PM 



STF 2.3 

The Arizona Corporation Commission granted a waiver of A.A.C. R-14-2-5 10.G to Southeast 
Arizona Cellular Wireless Limited Partnership in Docket No. U-2576-94-019, et al. See 
Southeast Arizona Cellular Wireless Limited Partnership, 1994 WL 40 1082. 

STF 2.4- 

NextGen will be providing services to other carriers, state governments, and/or other 
sophisticated customers (not residential or business end users). As such, the services are often 
very specific to the particular customer and general tariffed pricing does not provide the pricing 
flexibility demanded by such clients. In recognition of this situation, and where permitted by 
local statute and/or regulation, certifying authorities have permitted NextGen to use the 
“Individual Case Basis” (ICB) system in its tariffs, Under an ICB system, the particular 
configuration of a customer’s services drives the pricing, which is set out in an individually 
negotiated written agreement. 

In other certifying jurisdictions, ICB pricing is not permitted by regulation or statute; however, in 
order to garner the significant public benefits of competitive E9-1-1 services in the jurisdiction, 
the certifying authority will permit NextGen to file “maximum” rates for its service elements 
with flexibility to offer pricing below the maximums as necessary. 

The samples given reflect these two different accommodations to regulatory policy. It is 
NextGen’s preference that it be permitted to offer ICB pricing. However, maximum rate pricing, 
with rate flexibility, is also acceptable. 

STF 2.5 

Because NextGen is actively pursuing certification in many states the list of its completed cases 
changes from time to time. Also, our earlier certification efforts were pursued by TCS instead of 
NextGen. Here is the updated list of 
certifications and registrations as of March 25,2010. 

Our apologies if this has caused some confusion. 

1. NextGen Certifications 

Numbers 

Alabama 1/21/10 

Docket No. 2009-0350 

Cause No. 43778 
Louisiana 3/2/20 10 

I I Docket S-3 1 179 

DB04/837404 0002/2591599.1 W 1 4  - 3/29/2010 3:17:26 PM 



Michigan 

Nebraska 

North Carolina 

Oregon 

Utah 

Vermont 

Virginia 

2. None. 

3. NextGen Registrations 

8/25/09 
U- 15942 
1/20/10 
C-4228 
212 111 0 
Docket No. P-1495 
12/9/09 
CP-1462 
9/8/09 
Docket No. 09-2507-01 
111 1/10 
CPG No.6912 
11/13/09 
Puc-2009-00003 

States Decision Dates and 
Numbers 

4. TCS Certifications 

Iowa 

Massachusetts 

Numbers 

312411 0 

12/7/09 

California 

Florida 

Illinois 

Minnesota 

Tennessee 

5/15/08 - 
DOC. 08-05-006 
311 3/07 
Docket 070403-TX 
12/2/09 
Docket No. 09-0242 
11/15/07 
P-166541 NA-07-1261 
6/4/07 

Docket No. UT-071023 

Texas 

DB04/837404.0002/2591599.1 WP14 - 3/29/2010 3:17:26 PM 

Docket No. 07-0084 
1111 8/04 



5 .None. 

6. None. 

DB04/837404.0002/2591599.1 wP14 - 3/29/2010 3 17.26 PM 



AFFIDAVIT OF PUBLICATION 

THE ARIZONA REPUBLIC 

COUNTY OF MARICOPA 
STATE OF ARIZONA 

Mark Gilmore, being first duly sworn, upon oath deposes 
and says: That he is a legal advertising representative of the 
Arizona Business Gazette, a newspaper of general 
circulation in the county of Maricopa, State of Arizona, 
published at Phoenix, Arizona, by Phoenix Newspapers 
Inc., which also publishes The Arizona Republic, and that 
the copy hereto attached is a true copy of the advertisement 
published in the said paper on the dates as indicated. 

The Arizona Republic 

August 16,201 0 

Sworn to before me this 
1 gTH day of 
August A.D. 2010 

Notary Public 

MELISSA HOEKSTRA 
Notary public - Arizona 

MV Comm. Expires Aug 1,2014 
Maricopa County 



---------- M E M O R A N D U M  

TO: Docket Control 

FROM: Steven M. Olea A- Director 
Utilities Division 

DATE: July 15,2010 

RE: IN THE MATTER OF THE APPLICATION OF NEXTGEN COMMUNICATIONS, 
INC. FOR APPROVAL OF A CERTIFICATE OF CONVENIENCE AND 
NECESSITY TO PROVIDE INTRASTATE TELECOMMUNICATIONS SERVICES. 
(DOCKET NO. T-20722A-10-0026) 

Attached is the Staff Report for the above referenced Application. The Applicant is 
applying for approval to provide the following services: 

Private Line Telecommunications Services 
Access Services 

Staff is recommending approval of the Application. 

SM0:AFF:tdp 

Originator: Armando Fimbres 

EXHIBIT 

1 

EXHIBIT IF1 



SERVICE LIST FOR: NEXTGEN COMMUNICATIONS, INC. 
DOCKET NO. T-20722A- 1 0-0026 

H. Russell Frisby, Jr. 
M. Denyse Zosa 
Stinson Morrison Hecker LLP 
1150 18th Street N.W., Suite 800 
Washington, DC 20036 
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ARIZONA CORPORATION COMMISSION 
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July 15,2010 
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NextGen Communications, Inc. 
Docket No. T-20722A-10-0026 
Page 1 

1. INTRODUCTION 

On January 28, 2010, November 26, 2007, NextGen Communications, Inc. 
(“NextGen” or “Applicant”) filed an Application for a Certificate of Convenience and 
Necessity (,‘CC&NYy) to intrastate telecommunications services in Arizona. NextGen 
seeks certification so that it may aggregate and transport emergency local, Voice over the 
Internet Protocol (“VoIP”), telemetric, PBX’, and mobile E91 1 traffic, manage and 
transmit location and calling number data, and provide call routing management for the 
delivery of emergency calls to Public Safety Access Points (“PSAPs”) throughout 
Arizona.* The Applicant also petitioned the Arizona Corporation Commission 
(“Commission”) for a determination that its proposed services should be classified as 
competitive. 

On February 10, 2010, Staff issued its First Set of Data Requests to NextGen. On 
March 17, 2010, NextGen provided information in response to Staffs First Set of Data 
Requests via email. On March 29, 2010, September 22, 2008, NextGen provided 
additional information in response to Staffs Second Set of Data Requests dated March 
22,20 10. 

On May 7,20 10, Staff and NextGen representatives clarified remaining issues via 
conference call. On May 11,2010, NextGen submitted a revised tariff. 

Staffs review of this Application addresses the overall fitness of the Applicant to 
receive a CC&N. Staffs analysis also considers whether the Applicant’s services should 
be classified as competitive and if the Applicant’s initial rates are just and reasonable. 

2. TECHNICAL CAPABILITY TO PROVIDE THE REQUESTED 
SERVICES 

NextGen is a Maryland “S’ corporation formed on October 27, 2008 and is co- 
located at 275 West Street Suite 400, Annapolis, Maryland with its parent, 
Telecommunications Systems, Inc. (“TCS”), a publicly held corporation with a market 
capitalization of approximately $3 89 million3. Annual revenues for TCS have increased 
from $144 million in 2007 to $300 million in 2009.4 NextGen’s executives are also the 
key leaders of TCS which has been in operation since 1987. Together these executives 
have over 1 1 0 years of telecommunications and high-technology experience. 

NextGen proposes to offer services that Staff categorizes as private line and 
access services for use by large wireless carriers, VoIP providers, cable TV system 
operators who provide telecommunications services and/or VoIP, telemetric operators, 

PBX is a common abbreviation for Private Branch Exchange, a telephone system that serves a particular 

A Public Safety Access Point (PSAP) is a call center responsible for answering calls to an emergency 

http://finance.yahoo.com/q/ks?s=TSYS, April 15,2010. 
http://finance.vahoo.com/q/is?s=TSYS&annual . 

1 

business or office. 

telephone number for police, firefighting, and ambulance services. 
3 

http://finance.yahoo.com/q/ks?s=TSYS
http://finance.vahoo.com/q/is?s=TSYS&annual
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NextGen Communications, Inc. 
Docket No. T-20722A-10-0026 
Page 2 

PBX users, and mobile voice service providers. NextGen does not provide long distance 
voice toll services or local exchange voice dial tone services and does not intend to 
provide such services. According to the Applicant, certification will facilitate the 
aggregation and transport of emergency calls. In addition, the Applicant has indicated 
that certification will enable NextGen to acquire and manage Pseudo Automatic Number 
Identification (“PANI,’)~ resources essential for routing emergency calls, pursuant to the 
Federal Communications Commission’s (“FCC’s”) directive of September 8, 20066. 

TCS has been providing unregulated aggregation and transport of routing and 
caller location information for 91 1 and E91 1 emergency calls in Arizona since the 4th 
quarter of 2001. Upon the certification of NextGen, TCS will begin to transition the 
provision of its unregulated services in Arizona to NextGen who will begin to procure 
pANIs as necessary. 

NextGen states in section (A- 18) of its application that certification has not been 
denied in any state. As of March 25, 2010, NextGen had been granted certification in 
eleven (I 1) states - Alabama, Hawaii, Indiana, Louisiana, Michigan, Nebraska, North 
Carolina, Utah, Vermont and Virginia. 

Based on the above information, Staff believes NextGen possesses the technical 
capabilities to provide the services it is requesting the authority to provide. 

3. FINANCIAL CAPABILITY TO PROVIDE THE FWQUESTED SERVICES 

The Applicant will depend on the financial resources of its parent, TCS, and 
provided TCS’s Form 10-K financial report filed with the Securities and Exchange 
Commission (“SEC”) on March 3, 2009. TCS’s financial statements list total assets of 
$1 81 million; total stockholders equity of $1 14.3 million; and net income of $57.6 
million for end of year 2008. 

Page 23, section 4.D of the Applicant’s proposed tariff states that deposits may be 
collected, however, the target market will not include residence or individual business 
customers and, as such, presents no risk to end-users. Because end-users will not be 
NextGen customers, there is no bond required. NetGen’s customer market consists of 
carriers and government agencies. A Commission decision in this matter should 
emphasize that the Applicant will not discontinue service to its customers without first 
complying with Arizona Administrative Code (“A.A.C.”) R14-2-1107, Application to 
Discontinue or Abandon Local Exchange or Interexchange Services. 

Pseudo Automatic Number Identification @ANI) resources are non-dialable 1 0-digit numbers that 

Attachment A 
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In its response to Staffs First Set of Data Requests, NextGen requested a wavier 
of A.A.C. R14-2-510.G,2.’ NextGen supported its request by stating “NextGen does not 
follow the USOA’, and because it is not rate base or otherwise revenue/expense 
regulated, there is no need for application of the USOA to NextGen. Any information the 
Commission may need regarding NextGen’s financials could be ascertained by other 
reliable accounting means.” Staff supports NextGen’s request for a waiver of A.A.C. 
R34-2-510.G (2.). 

4. ESTABLISHING RATES AND CHARGES 

The Applicant would be providing service in areas where an incumbent local 
exchange carrier (“ILEC”), along with various competitive local exchange carriers 
(“CLECs”) and interexchange carriers (“IXCs”) are providing telephone service. 
Therefore, the Applicant would have to compete with those providers in order to obtain 
subscribers to its services. The Applicant would be a new entrant and would face 
competition from both an incumbent provider and other competitive providers in offering 
service to its potential customers. Therefore, the Applicant would generally not be able 
to exert market power. Thus, the competitive process should result in rates that are just 
and reasonable. 

In general, rates for competitive services are not set according to rate of return 
regulation. NextGen indicated that its net book value or fair value rate base will be less 
than $100,000 at the end of its first twelve months of operation. The rate to be ultimately 
charged by the Company will be heavily influenced by the market. While Staff 
considered the fair value rate base information submitted by the Company, it did not 
accord that information substantial weight in its analysis. 

The rates proposed by this filing are for specialized services that have highly 
focused competition. NextGen will not provide service to residential end users. 
NextGen’s customers will be carriers and government agencies who typically negotiate 
contract rates through a competitive process with the ultimate rates provided on an 
individual case basis (“ICB”) by NextGen. 

Staff has reviewed the proposed rates to be charged by the Applicant. NextGen’s 
rates are for specialized services that have highly focused competition and the services 
are targeted for carriers and government agencies. These carriers and government 
agencies have ample resources and bargaining power to protect their business interests 
while negotiating for the best market prices for services. The rate charged for a service 
may not be less than the Company’s total service long-run incremental cost of providing 

A.A.C. R14-2-510.G,2 - Each utility shall maintain its books and records in conformity with the Uniform 
Systems of Accounts for Class A, B, C and D Telephone Utilities as adopted and amended by the Federal 
Communications Commission or, for telephone cooperatives, as promulgated by the Rural Electrification 
Administration. 

USOA or Uniform System of Accounts - Prescribed financial rules and regulations established by the 
Federal Communications Commission for utilities subject to its jurisdiction. 

I 
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the service pursuant to A.A.C. R14-2-1109. Therefore, Staff believes that NextGen’s 
proposed rates are just and reasonable. 

5. REVIEW OF COMPLAINT INFORMATION 

The Applicant states it has not had an Application for service denied, nor revoked 
in any state. NextGen states that the “Applicant has not been involved in any such 
actions or investigations” in responding to sections (A-11) and (A-12) of the CC&N 
application which seeks information regarding the Applicant’s complaint and civil and 
criminal investigatory history. 

Staff did not discover any complaint information of concern from three Public 
Utility Commissions in which NextGen has filed applications.’ No complaint 
information filed against NextGen was found on the Federal Communications 
Commission (“FCC”) website. Additionally, Staff did not discover any complaint 
information of concern though its general information research. 

The Applicant also indicated in section (A-12) of its application that none of its 
officers, directors, partners, or managers have been or are currently involved in any 
criminal investigations within the last ten (10) years. The Corporations Division of the 
Arizona Commission has indicated that NextGen is in good standing and the Consumer 
Services Section reports no complaints have been filed in Arizona. 

6. COMPETITIVE SERVICES ANALYSIS FOR PRIVATE LINE SERVICES 

6.1 Private Line Services 

Private line service is a direct circuit or channel specifically dedicated to the use 
of an end user organization for the purpose of directly connecting two or more sites in a 
multi-site enterprise. Private line service provides a means by which customers may 
transmit and receive messages and data among various customer locations over facilities 
operated and provided by the Applicant. The Applicant is therefore engaged in providing 
telecommunications service for hire to the public, which fits the definition of a common 
carrier and a public service corporation. Staff believes the Commission has jurisdiction 
over the services to be provided by NextGen. 

6.2 Description of Requested Services 

NextGen proposes to provide private line service. Private tine service is a direct 
circuit or channel specifically dedicated to the use of an end user organization for the 
purpose of directly connecting two or more sites in a multi-site enterprise. 

Iowa, Oregon and Utah. 9 
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6.3 A Description of the General Economic Conditions that exist that make the 
Relevant Market for the Service One that is Competitive. 

Interexchange carriers (“IXCs”) hold a substantial share of the private line service 
market. Also, ILECs and a number of CLECs have been authorized to provide private 
line service. The Applicant will be entering the market as an alternative provider of 
private line service and, as such, the Applicant will have to compete with several existing 
companies in order to obtain customers. 

, 6.4 The Number of Alternative Providers of the Service. 

IXCs are providers of private line service in the State of Arizona. ILECs and a 
number of CLECs also provide private line service. 

6.5 The Estimated Market Share Held by Each Alternative Provider of the 
Service. 

IXCs and ILECs hold a substantial share of the private line market. CLECs likely 
have a smaller share of the private line market. 

6.6 The Names and Addresses of Any Alternative Providers of the Service That 
Are Also Affiliates of the Telecommunications Applicant, As Defined In 
A.A.C. R14-2-801. 

None. 

6.7 The Ability of Alternative Providers to Make Functionally Equivalent or  
Substitute Services Readily Available At Competitive Rates, Terms and 
Conditions. 

IXCs and ILECs have the ability to offer the same services that the Applicant has 
requested in their respective service territories. Similarly, many of the CLECs offer 
substantially similar services. 

7. RECOMMENDATIONS 

Staff recommends that Applicant’s Application for a CC&N to provide intrastate 
In addition, Staff telecommunications services, as listed in this Report, be granted. 

further recommends: 

1. That the Applicant complies with all Commission Rules, Orders and other 
requirements relevant to the provision of intrastate telecommunications services; 

2. That the Applicant keep its books and records as required by General Accepted 
Accounting Principles (“GAAP”) and in accordance with the additional 
accounting principles required as the subsidiary of a public company, in lieu of 
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the USOA requirements in A.A.C. R14-2-510.G. 

3. That the Applicant abides by the quality of service standards that were approved 
by the Commission for Qwest in Docket No. T-0 105 1 B-93-0183; 

4. That the Applicant be required to notify the Commission immediately upon 
changes to the Applicant’s name, address or telephone number; 

5. That the Applicant cooperate with Commission investigations including, but not 
limited to customer complaints; 

6, The rates proposed by this filing are for competitive services. In general, rates for 
competitive services are not set according to rate of return regulation. Staff 
obtained information from NextGen indicating that its net book value or fair value 
rate base was estimated to be less than $100,000 at the end of the first twelve 
months of operation. Staff has reviewed the rates to be charged by the Applicant 
and believes they are just and reasonable. The rate to be ultimately charged by 
the Company will be heavily influenced by the market. Therefore, while Staff 
considered the fair value rate base information submitted by the Company, the 
fair value information provided was not given substantial weight in this analysis; 

7. That the Commission authorizes the Applicant to discount its rates and service 
charges to the marginal cost of providing the services. 

Staff further recommends that the Applicant be ordered to comply with the 
following. If it does not do so, the Applicant’s CC&N shall be null and void after due 
process. 

1. The Applicant shall docket conforming tariffs for each service within its CC&N 
within 365 days from the date of an Order in this matter or 30 days prior to 
providing service, whichever comes first. The tariffs submitted shall coincide 
with the Application and state that the Applicant does not collect advances, 
deposits and/or prepayments from its customers. 

8. RECOMMENDATION ON THE APPLICANT’S PETITION TO HAVE 
ITS PROPOSED SERVICES CLASSIFIED AS COMPETITIVE 

Staff believes that the Applicant’s proposed services should be classified as 
competitive. There are alternatives to the Applicant’s services. The Applicant will have 
to convince customers to purchase its services, and the Applicant has no ability to 
adversely affect the local exchange or interexchange service markets. Therefore, the 
Applicant currently has no market power in the local exchange or interexchange service 
markets where alternative providers of telecommunications services exist. Staff therefore 
recommends that the Applicant’s proposed services be classified as competitive. 



ATTACHMENT A 

Federal Communications Commission 
Washington, D.C. 20554 

September 8,2006 

Thomas M. Koutsky 
Chair, No& American Numbering Council 
c/o Phoenix Center for Advanced Legal and Economic Public Policy Studies 
5335 Wisconsin Avenue, NW 
Suite 4-40 
Washington, D,C. 20015 

Ms. Amy L. Putnam 
Director, Number Pooling Sewices 
NeuStar, Inc. 
3 5 19 North Fowth Street 
Harrisburg, PA 171 10 

Dear Mr. Koutsky and Ms. Putnam: 

This letter addresses a recommendation by the North American Numbering Council 
("C) that NeuStar, Inc. weustar), the current Pooling Administrator, serve as the Interim 
Routing Number Authority (Interim RNA) for the pseudo Automatic Number Identification (p- 
ANI) codes' used for routing emergency calls? After review of the materids supplied by the 
NANC, the Wireline Competition Bureau (Bureau) agrees with the NANC's recommendation 
and finds it would be in the public interest to assign NeuStar to be the Interim RNA. 
Furthennore, the Bureau concludes that the p-ANI administration function falls within the broad 
scope of NeuStar's existing Pooling Administration Contract? Accordingly, the Bureau hereby 

' A p-ANI is a nunbm, consisting ofthe same number of digii as Automatic Number Identification (AM), that is 
not a Nortb American Numbering Plan (NAN€') telephone directory number and may be used in place of an ANI to 
convey special meaning to the selective router, public safety answering point (PSAP), and other elements of the 91 1 
system. See IP-Enabled Service+% E91 I Requirementsfor P-Emabled Service Providers, WC Docket Nos. 04-36, 
05-196, First Report and Order and Notice of Proposed Rulemakiig, 20 FCC Rcd 10245,10252-53, para, I7 (2005) 
(VolP 911 Order); 47 C.F.R. Q 9.3. 
* See Letter from Hoke Knox and Karen Mulberry, pANI Issues Management Group Co-Chairs, to Robert C. 
Atkinson, NANC Chair (Sept. 2,2005) in Letter from Robert C. Atkinson, NANC Chair, to Thomas J. Navin, Chief, 
Wireline Competition Bureau, FCC (Sept. 8,2005) (NANC Sept. 8 Letter); pANI Issues Management Group, 
NANC, pANI Interim Assignment Guidelines for ESQK (issued Sept. I, 2005) (Initial Interim Guidelines) in 
NANC Sept. 8 Letter. The Initial Interim Guidelines were revised by the NANC on December 5,2005. See Lena 
&om Robert C. Atkinson, NANC Chair, to Thomas J. Navin, Chief, Wirelie Competition Bureau, FCC (Jan. 5,  
2005) at 2; pANI Issues Management Group, NANC, pANI Interim Assignment Guidelines for ESQK (revised 
Dec. 5,2005) ~ h t t p : / / w w w . n a n c - c h ~ r . o r ~ d o c s / n o w g l J a n  (Interim 
Guidelines). 
See generally Pooling Administrator - NeuStar, FCC Contract No. CON01000016, signed by Soma Stampone, 

Contracting Officer, Federal Communications Commission (dated June 15,2001) (Contract). We note that the 
Thousands-Block Pooling Contractor Technical Requirements are set forth in Section C of the Contract. See id, 
Section C (Contract Technical Requirements). 

. . . . . .  . , . . . .  , . . . .  . . . . .  



directs NeuStar to perform the p-AM administration function. NeuStar must perform this 
function in accordance with the NANC’s Interim Guidelines and the instructions in this letter. 
This assignment is interim in name until a permanent p-ANE solution is in place, the expiration 
of NeuStar’s performance as Pooling Administrator, or further notice, whichever occurs first. 

As you know, the Federal Communications Commission (FCC) ordered providers of 
interconnected voice over Internet Protocol (VoIP) service to supply their customers with 
enhanced 91 1 capabilities? The NANC proposes temporary measures for the administration and 
issuance of p-ANI resources. Specifically, the NANC recommends that NeuStar administer the 
p-ANI function on an interim basis until NANC’s p-AM Issue Management Group proposes a 
permanent recommendation. In addition, the NANC proposes Interim Guidelines that would 
apply to the Interim RNA’s administration of p-ANI resources, and to entities that seek to obtain 
p-ANI Erom the Interim RNA. 

The Bureau accepts, as set forth below, the NANC’s proposed temporary measures for 
the adminisfration and issuance of p-ANI resources. The Bureau recognizes, however, that a 
permanent solution to this issue will best serve the public interest. The Bureau therefore directs 
the NANC to advise the Bureau, no later than October 10,2006, as to the date the NANC will 
recommend to the Bureau such a permanent solution. 

The Bureau agrees with the NANC that NeuStar should serve as the Interim RNA. Given 
its experience as the Pooling Administrator, NeuStar is qualified to pedorm this role. Moreover, 
the Contract encompasses this additional function. The Contract in general assigns NeuStar 
responsibilities over assignment of thousands-block numbering resources - pools smaller than 
ten-thousands blocks or central office codes administered pursuant to other agreements.’ In 
addition, Section 2.5 of the Contract provides that the FCC “may issue rules, requirements, or 
policy directives in the future, which may increase, decrease or otherwise modi@ the functions to 
be performed by the ~ontractor.”~ Section 2.5.1 further states that “the FCC, the NANC, and/or 
the [Industry Numbering Committee] may establish NANP numbering resource plans, 
administrative directives, assignment guidelines (including modifications to existing assignment 
guidelines) and procedures that may have an effect on the functions performed by the 
c~ntractor.~” 

The Bureau therefore directs NeuStar to serve as Interim RNA until: (1) a permanent p- 
ANI solution is in place; (2) the expiration of NeuStar’s performance as Pooling Administrator; 
or (3) further notice, whichever occurs fmt. During this interim period, however, NeuStar is not 
the sole provisioner of p-ANI resources. Carriers or other entities that have been voluntarily 
providing p-ANI may continue to do so until a permanent solution is found. 

See generally VofP 911 Order, 20 FCC Red 10245. 

’ Contract Technical Requirements, 8 I .  1. 

Id, $2.5. 
’ Id., 5 25.1; see also id., § 1.4 (“The contractor shaif also ensure that domestic numbering administration shall be 
effective:’). 

. . .  . . . .  . . .  



The Bureau m e r  requires NeuStar, in its capacity as Interim RNA, to comply with the 
NANC’s Interim Guidelines, except as explained in this paragraph. Section 3.3 of the Interim 
Guidelines states that Part 52 of the FCC’s rules’ (which governs numbring) does not apply to 
p-ANf except as provided in the Interim Guidelines9 NeuStar shall not foilow this section. 
Until the Commission determines that Part 52 does not apply to p-ANI or makes some other 
ruling on the topic, we require NeuStar to operate consistently with the requirements of Part $2.Lo 
Accordingly, an entity seeking p-ANI from NeuStar must have appropXjate authority to access 
numbering resources in general. The entity must be licensed or certified by the FCC or a state 
commission to operate as a telecomunications canier and must provide NeuStar with evidence 
of such authority.” Thus, “Eligible Users,” as defined in the Interim Guidelines, shall be no 
broader than indicated in this paragraph. Furthennore, NeuStar may assign p-ANI to VoIP 
service providers that can provide such evidence of carrier status as well as to carriers tbat 
provide wholesale 91 l-related services to VoIP service providers. Requests for waivers of this 
requirement may be filed by any entity that certifies that it l l l y  remits 91 1 emergency service 
fees into all state and Iocal91 f funds, and fully contributes into universal service mechanisms. 

Finally, the Bureau directs NeuStar to submit a Change Order Proposal on this issue to 
begin the contract modification process. Section 2.5.3 of the Contract directs that “within a 
period of not more than 30 calendar days” ftom the date that the FCC modifies the functions to 
be performed by the contractor, ‘‘[,]he contractor shall . . . provide the Contracting Officer, state 
PWCs, and the NANC with written notice regarding these changes and summarize the potential 
impact of the changes upon service and cost, if any.”12 Therefore, NeuStar must submit the 
Change Order Proposal within 30 calendar days of the date of this letter. 

Please let me know if you have any questio TTding this matter. 

Sincerely * 4  

&:ne Competition Bureau 

’ 47 C , F A  52.1 efseq. 

lo Cf: Numbering Resource Oplimltation, CC Docket No. 99-200, Report and Order and Further Notice of Proposed 
Rulemaking, 15 FCC Rcd 7574,7591, paras. 3 1-32 (2000) (plachg wireless E91 1 emergency service routing digits 
(ESRDESRK) in the general category of  administrative numbers, which includes ‘‘my numbers used by carriers to 
perform internal administrative or operational functions necessary to maintain reasonable quality of service 
standards”). 

j2 Contract Technical Requirements, 4 2.5.3. 

Interim Guidelines, 4 3.3. 

Id. at 7615, para 97. 

.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . .  . .  . . . . . , . . . . . 


	Issued by Bruce A White Secretary Effective
	TITLE PAGE
	CHECK SHEET
	TABLE OF CONTENTS
	TARIFF FORMAT AND EXPLANATION OF SYMBOLS
	SECTION 2 RULES AM) REGULATIONS
	B General Terms and Conditions
	C Notices and Communications
	SECTION 3 SERVICE OFFERINGS AND FEATURES
	275 West Street Annapolis MD

	Part
	Business
	Risk Factors
	Part
	Item
	Index to Consolidated Financial Statements
	Part
	Business
	Part

	Index to Consolidated Financial Statements
	INTRODUCTION

	TECHNICAL CAPABILITY TO PROVIDE THE REQUESTED SERVICES
	FINANCIAL CAPABILITY TO PROVIDE THE REQUESTED SERVICES
	ESTABLISHING RATES AND CHARGES
	REVIEW OF COMPLAINT INFORMATION
	COMPETITIVE SERVICES ANALYSIS FOR PRIVATE LINE SERVICES
	Private Line Services
	Description of Requested Services
	Market for the Service One that is Competitive
	The Number of Alternative Providers of the Service
	The Estimated Market Share Held by Each Alternative Provider of the Service
	Affiliates of the Telecommunications Applicant As Defined In A.A.C R14-2-801
	Services Readily Available At Competitive Rates Terms and Conditions

	7 RECOMMENDATIONS
	SERVICES CLASSIFIED AS COMPETITIVE


